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IMPLEMENTATION OF TITLE IV, NATIONAL SECURITY 
ACT OF 1947, AS AMENDED 





MONDAY, MARCH 29, 1954 


PREPAREDNESS SuBCOMMITTEE No. 3, 
SENATE ARMED SERVICES COMMITTEE, 
Unirep STATES SENATE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 212 
Senate Office Building, Senator Ralph E. Flanders (chairman), 
presiding. 

Present : Senators Flanders and Case. 

Also present: Fred Rhodes, chief counsel, and F. Bradford Morse, 
of the subcommittee staff. 

Senator FLanpers, The meeting will come to order. During the 
first week of November of last year, this subcommittee held a series 
of hearings dealing with title IV of the National Security Act of 1947, 
as amended, the purpose of which act is to place the operations of the 
Department of Defense upon a more businesslike basis, and to insure 
that accurate information is obtained through the use of better ac- 
counting methods. 

Our interim report was submitted on January 15, 1954. The sub- 
committee set forth in that report a number of conclusions and recom- 
mendations, and while it is still too early to report on our progress, we 
remain optimistic about the possibility of saving very substantial sums 
of money through the principles laid down in title IV. 

The purpose of the hearing which has been called this morning, is 
to examine further into one operation established under title IV, that 
of the Aviation Fuel Division of the Air Force Fund. 

A stock fund is a revolving fund set up by capitalizing the existing 
inventory of a particular item and making available sufficient moneys 
for operation of the fund. Each user then becomes a purchaser, and 
pays for goods consumed with moneys appropriated or allotted to his 
particular activity. For example, when General LeMay’s strategic 
bombers are loaded with gas he is sent a bill which he pays out of funds 
appropriated to SAC. “That is the Strategic Air Command. We 
used to have just a half dozen of these alphabetical things and now 
there are thousands of them, literally thousands. 

These funds are then used to purchase additional goods from the 
civilian producers. In this manner, an exact inventory of goods on 
hand is maintained at all times, and economy is encouraged by placing 
the responsibility on individual commanders to keep their purchases 
as small as possible, since the funds must come from their individual 
appropriations. 


211 





212 TITLE IV, NATIONAL SECURITY ACT, 1947 


Today we are going to inquire into the operations of one particular 
stock fund, the Aviation Fuels Division of the Air Force Stock Fund— 
I suppose that is the AFD of the AFSF—and particularly into the 
method of handling the accounts of commercial air carriers—that is 
CAA, only it isn’t, “CAA is something else—who, while hauling per- 
sonnel and cargo under contracts with armed services, purchase | gaso- 
line and petroleum products from the Air Force. 

This stock fund was not established until the beginning of fiscal 
year 1954, that is, July 1, 1953. 

Prior to the establishment of this stock fund, records and inventories 
were not always complete or accurate. 

There will be inserted in the record extracts from an exchange of 
correspondence between a civil air carrier and the Air Force which 
shows that the civil air carrier—Pan American Airways—purchased 
49,000 gallons of aviation fuel from the Air Force and was never 
billed for it. This correspondence vividly discloses the inadequacy 
and inaccuracy of prestock fund records. 

This fuel was consumed in late 1951 during the early stages of the 
Korean war. In February of 1953, Pan American, not having re- 
ceived a bill for the gasoline, wrote the Air Force, requesting that ‘they 
be billed so that their accountants could complete their computations. 

The Air Force records, however, had been destroyed, and the Air 
Force has not billed Pan American to this day. Instructions were 
finally given in January of 1954, for the appropriate Air Force officers 
to confer with Pan American, ask them how much they owe and 
arrive at some sort of mutually agreeable estimate which will enable 
Pan American to pay its bills and close out its books. 

“Implementation” is a long, very dull word, which I prefer to use 
just as little as possible, but 1 might say that since the “implementa- 
tion” of this section of title IV, we know of no further instances of 
this nature having occurred. 

A different sort of breakdown in the system has definitely occurred, 
however, and we want to examine it today. We want to see what can 
be done by the Air Force, or what may have been done very recently, to 
prevent even larger sums from being lost. 

The Aviation Fuels Division of the Air Force Stock Fund is admin- 
istered by the Middletown Air Materiel Area, Olmsted Air Force 
Base, Middletown, Pa. 

When an aircraft has Air Force gasoline pumped into it any place 
in the world, and does not pay cash for it, the user or owner of that 
aircraft is billed by the Middletown Air Materiel Area for that gas 
monthly. This will apply whether the aircraft is an Air Force plane 
or is a commercial plane under contract to the military. A check or 
its equivalent is then sent to Middletown, enabling the fund to replace 
the gasoline consumed by purchase from civilian sources. 

The stock fund is thus self-replenishing. However, the problem 
before us today is that some of the civilian air carriers, who obtained 
gas and other petroleum products from the Air Force while under 
contract to provide air transport for the armed services, became delin- 
quent in their payments. 

We made an effort to find out what happened to these carriers when 
they became delinquent, and we found out. Nothing happened to 
them. Although they had not paid for gasoline consumed, the Air 
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Force permitted them to continue to purchase gasoline and other ma- 
terial on credit. 

I shall insert in the record a full staff report on how this extraor- 
dinary situation came about. But briefly, it may be said that Middle- 
town carries the delinquent for 60 days, after which the account is 
sent to the Air Materiel Command at Dayton, Ohio, where that com- 
mand checks to see if there is money owed the carrier by that command 
which might be withheld. As a matter of fact, in the majority of 

cases, there are no funds available for withholding, since in the usual 
case, the carrier has been hired by another service, over the funds of 
which the Air Materiel Command has na control. 

The account is then forwarded to the Air Force Finance Center at 
Denver, Colo., for collection. From there, it could be sent to the 
General Accounting Office, and eventually to the Department of 
Justice, for collection. But the General Accounting Office cannot 
handle delinquent bills until the account is closed, and since the Air 
Force was continuing to allow these carriers credit, the accounts were 
never closed and could therefore never be processed for collection. 

That is the situation as we found it in February and March of this 
year. Approximately $550,000 in delinquent accounts are being held 
by the Denver oe e Center. If the disputed accounts of the up-to- 
date fiscal year 1954 figures are added to this sum, the total exceeds 
$1 million. W hen we stepped into the situation, credit was still being 
extended to some of the carriers in question. 

All in all, it appears that the Air Force has been conducting its 
business in a fashion which would soon put a civilian business in the 
red, and we want to explore this situation with Air Force officials to 
see what has been done recently to correct this and what remains to be 
done. 

I should now like to present for the record the correspondence which 
I previously referred to relating to the aviation fuel for which Pan 
American Airlines want to pay. 1 should like to commend that com- 
pany for its honesty in calling the Air Force’s attention to the fact 
that it had received goods for which it had not been billed. If the 
matter is str: aightened out, the Government will receive quite gratui- 
tously almost enough to pay my salary this year. 

(The documents referred to are as follows :) 





Subject : Request for Billing by “Pan American” for Aviation Fuel and Oil. 
To: MCCQP 
From MCSRMF 


FEBRUARY 12, 1954. 
COMMENT NO. 2 
Mr. Jones/emg 
62378/B262/P106L 
1. Inclosed is a copy of the communication forwarded to MAAMA by this 
beadquarters. 
2. It will be noted that complete action is requested on subject billings within 
GU days. 
WILLIAM H. SILANnce, 
Lieutenant Colonel, USAF, Chief, General Supplies Branch, Programs 
and Requirements Division, Directorate of Supply and Services. 
Ine. 
cy Itr to MAAMA 
2/11/54 Subj : Req for Billing by PAWA for Aviation Fuel and Oil. 
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DISPOSITION ForRM 


Subject: Request for Billing by “Pan American” for Aviation Fuel and Oil. 
To: MCSRMF 
From : MCCQP 
Fresruary 4, 1954. 
Mr. Engle/ese 
33176/Penthouse/B11 


1. Inclosed is letter dated 25 January 1954 from Middletown Air Materiel 
Area with attached copies of letters dated 15 September 1953 and 7 January 1954 
from Pan American World Airways System. A list of unbilled deliveries 
has been furnished by the airline. The letters were referred to this Headquarters 
since deliveries were made in 1950 and 1951 which is prior to the time that bill- 
ing responsibility was transferred to Middletown. However, as your office is 
aware, the governing regulation during that period (AFR 67-53) provided that 
shipping documents be sent to the Supply Division (old symbol MCMSQM81), 
this Headquarters. That operating element was decentralized to Middletown 
in 1952. Therefore, it is requested that further action be taken through your 
office in an effort to obtain copies of the necessary documents from the Supply 
Officer. 

2. In previous correspondence, “Pan American” has indicated a willingness 
to pay in those cases where they have a delivery ticket or know the applicable 
AF voucher even though the original AF supply copies are not available. There- 
fore, it would seem prudent in those instances to have the responsible Supply 
Officer prepare shipping documents based on the delivery information furnished 
by the airline regardless of the fact that the file copies may have been destroyed. 
This would benefit both parties since the Air Force would collect money due and 
the airline could eliminate the contingent liability from their records, which they 
are anxious to do. In those instances where the airline has only an estimated 
amount shown, with no ticket, it will be necessary to furnish copies of the ap- 
plicable issue documents. However, if a further search fails to uncover any 
trace of the original documents, it is suggested that issue slips also be prepared 
for these deliveries based on information furnished for submission to Pan 
American. 

8. It is requested that this Division be advised as to what action is taken to 
obtain the necessary documentation. A copy of the reply sent to the airline 
advising them of the action taken by this Division in the matter is also attached. 

R. J. ENGLE, 
Chief, Reimbursement Branch, 
Central Procurement Financial Division, Comptroller. 
2 Incls: 
1. Ltr dtd 25 Jan 54 with 4 incls. 
2. Cy ltr dtd 4 Feb 54. 


Fresrvary 11, 1954. 
MCSRMF. 
Subject : Request for Billing by Pan American World Airways for Aviation Fuel 
and Oil. 
To: Commander, Middletown Air Materiel Area. 
(Attention: MAS, Olmsted Air Force Base, Middletown, Pa.) 

1. Attention is directed to the 1st Inclosure which is a copy of Disposition 
Form dated 4 February 1954, same subject, and signed by the Reimbursement 
Branch, Comptroller, Hq AMC. 

2. In accordance with existing regulations (AFR-67-53) at the time of the 
reimbursable sales to Pan American, it was the responsibility of the Supply 
Officer making the issues of aviation fuel and oil to prepare the applicable 
documents and forward them to Hq AMC. 

8. Inclosure No. 2, a communication for Travis Air Force Base to Middletown 
Air Foree Depot, indicates that the documents relating to the unbilled reim- 
bursable issues have been destroyed. This circumstance is regrettable, how- 
ever, it cannot be construed as a relief from responsibility. 

4. The Pan American World Airways agree to their liability for approximately 
49,000 gallons of aviation fuel and have expressed their willingness to send a 
representative to Travis Air Force Base to assist in bringing this matter to a 
close. 
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5. In view of Pan American’s expressed desire to cooperate and considering 
the best interest of the Government in the matter, it is the request of this Head- 
quarters that the following action be taken by the Directorate of Supply and Serv- 
ices, MAAMA: 

a. Arrange a conference beween a representative of Supply and Services, a 
representative of Pan American World Airways and the POL Supply Officer at 
Travis Air Force Base. 





Subject: Request for Billing by “Pan American” for Aviation Fuel and Oil. 
To: MCSRMF. 
From: MCCQP. 
(Atten: Mr. Jones). 
Fespruary 4, 1954. 
Mr. Engle/ese, 
33176/Penthouse/BIL. 

1. Inclosed is letter dated January 25, 1954, from Middletown Air Materiel 
Area with attached copies of letters dated September 15, 1953, and January 7, 
1954, from Pan American World Airways System. A list of unbilled deliveries 
has been furnished by the airline. The letters were referred to this Headquart- 
ers since deliveries were made in 1950 and 1951 which is prior to the time that 
billing responsibility was transferred to Middletown. However, as your office is 
aware, the governing regulation (AFR 67-53) provided that shipping documents 
be sent to the Supply Division (old symbol MCMSQM31), this Headquarters. 
That operating element was decentralized to Middletown in 1952. Therefore, 
it is requested that further action be taken through your office in an effort to 
obtain copies of the necessary documents from the Supply Officer. 

2. In previous correspondence, “Pan American” has indicated a willingness 
to pay in those cases where they have a delivery ticket or know the applicable 
AF voucher number even though the original AF supply copies are not available. 
Therefore, it would seem prudent in those instances to have the responsible 
Supply Officer prepare shipping document based on the delivery information 
furnished by the airline regardless of the fact that the file copies may have 
been destroyed. This would benefit both parties since the Air Force would 
collect money due and the airline could eliminate the contingent liability from 
their records, which they are anxious to do. In those instances where the 
airline has only an estimated amount shown, with no ticket, it will be neces- 
sary to furnish copies of the applicable issue documents. However, if a fur- 
ther search fails to uncover any trace of the original documents, it is suggested 
that issue slips also be prepared for these deliveries based on information fur- 
nished for submission to Pan American. 

8. It is requested that this Division be advised as to what action is taken to 
obtain the necessary documentation. A copy of the reply sent to the airline 
advising them of the action taken by this Division in the matter is also attached. 


R. J. ENGLE, 
Chief, Reimbursement Branch, 
Central Procurement Financial Division, Comptroller, 
2 Incls: 
1. Ltr dtd 25 Jan 54 with 4 incls. 
2. Cy ltr dtd 4 Feb 54. 


Letter to MAAMA, 11 Feb 1954, from MCRRMF, subject: Req for Billing of 
Pan American World Airways for Aviation Fuel and Oil: 

“(b) In lieu of the original or copies of the Air Force shipping documents 
being available, the POL Supply Officer will be requested to prepare duplicate 
documents based upon any delivery information available. 

“(ce) Arrange for the Pan American representative to receipt for the issues of 
aviation fuel as evidenced by the duplicate documents. 

“(d@) Submit the Cuplicate documents through Air Force channels for reim- 
bursement together with a cover letter setting forth the necessity of such action. 

“(e) Complete action as requested herein within 60 days. 

“By order of the commander : 
“WILLIAM H. SILANCE, 
“Lieutenant Colonel, USAF, Chief, General Supplies Branch, Programs 
and Requirements Division, Directorate of Supply and Services.” 

Incl 

Cy DF dtd 2/4/54 
Subj as above w/w 
Inels as stated on DF. 
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HEADQUARTERS, MIDDLETOWN AIR MATERIEL AREA, 
OLMSTED AIR FoRCE BASE, 
Middletown, Pa., January 25, 1954. 

MACO 

Subject: Request for Billing by Pan American World Airways System for 

Aviation Fuel and Oil. 
To: Commander, Air Materiel Command. 
(Attention: MCCABR, Wright-Patterson Air Force Base, Ohio.) 


1. The Pan American World Airways System has forwarded two (2) letters 
dated 15 September 1953 and 7 January 1954 in which deliveries of aviation fuel 
have been received from the Travis Air Force Base, California, during the period 
July 1950 through 1 October 1951. The USAF POL Accounting Division, MACO, 
does not have any records which indicate reimbursement action has been taken. 

2. Your attention is invited to copies of 1st Indorsement forwarded to Travis 
Air Force Base and a reply made by teletype dated 14 August 1953 concerning 
evidences of issues of the aviation fuel. 

8. Inasmuch as the above deliveries were made prior to this Headquarters 
accepting of responsibility for reimbursement to the Air Force for aviation fuel 
products sold to commercial vendors, it is recommended that the letter from the 
Pan American World Airways System, Inclosure No. 1, be replied to by the 
Budget Division, Hq AMC. 

For the Commander : 

W. K. Sowers, 
Chief, USAF POL Accounting, Division, Comptroller. 
4 Incls: 
Ltr, Pan American Airways, 15 Sep 53. 
Ltr, Pan American Airways, 7 Jan 54, w/Listing. 
TWX 5292-10, Travis AFB, 14 Aug 53. 
ist Ind, MAFD, MBCOP, 26 May 53. 
ec: Hq USAF, AFACG-5. 
Hq AMC, MCCAR. 


2 wh 


Pan AMERICAN Worip AIRWAYS SYSTEM, 
South San Francisco, Calif., September 13, 1958. 


In reply refer to File No. 42-303. 


To: John L. Volz, Chief, Reimbursement Accounting Section, Appropriation 
Accounting Branch, Accounting Division, Comptroller, Headquarters, Air 
Materiel Command, Wright-Patterson Air Force Base, Dayton, Ohio. 

Subject: Invoicing for fuel and oil deliveries—Travis Air Force Base, Fairfield, 
Calif. 

Reference: Our letter of Feb. 2, 1953, File #42-54;Your letter of Mar. 2, 1953, 
In Reply; Our letter of Apr. 30, 1953; File 442-154; Your letter of May 8, 
1953, In Reply. 


Dear Sir: With reference to our exchange of correspondence on above subject, 
referenced above, we have not received billing for items per the attached list. 
We realize you are experiencing difficulty procuring vouchers from AFB’s 
involved, and eventually some of the ones listed will have to be written off, as on 
many we have no delivery tickets at all, but only estimates of consumption. 
It would facilitate our bookkeeping if we could either procure billing or notices 
that billing is not forthcoming, so that they could be written off. 
If there is anything we can do here, there, or at the Air Force base involved, 
we would be only too glad to do so in order to bring the matter to a close. 
Very truly yours, 
PAN AMERICAN Wortp Arrways, INC., 
SERVICES OF SUPPLY, 
Per B. W. DeEpGE, 
For C. H. VAN LANDINGHAM. 
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PaN AMERICAN WORLD AIRWAYS SYSTEM, 
South San Francisco, Calif., January 7, 1954. 

In reply refer to File No, 42-5. 

To: W. K. Sowers, Chief, USAF POL Accounting Division, Comptroller, Head- 
quarters, Middletown Air Materiel Area, Olmsted Air Force Base, Middle- 
town, Pa. 

Subject: Fuel and oil deliveries—Travis Air Force Base, Fairfield, Calif. 

DeEaAR Sir: Our letter of September 15, 1953, file 42-304, advised that we had 
not received billing for certain aviation fuel and oil delivered to aircraft at Travis 
Air Force Base, Fairfield, Calif., in connection with airlift flights under contract 
AF 33 (038) 14677, during the period April through August 1953. 

Our letter of September 15, 1953, file 42-303, was directed to John L. Volz, Chief, 
Reimbursement Accounting Section, Appropriation Accounting Branch, Account- 
ing Division, Comptroller, Headquarters, Air Materiel Command, Wright-Patter- 
son Air Force Base, Dayton, Ohio, and covered deliveries at Travis Air Force 
Base, during the period July 1950 through March 1952, for which we had not 
received billing. This inquiry was acknowledged by Mr. Volz and forwarded to 
you for handling. We have received billing on the major part of the deliveries 
which were listed in the two letters mentioned above; however, we still have not 
received billing for deliveries per the attached sheet. 

We are very anxious to obtain billing or advice from you that billing will not 
be received on all items on the attached list, particularly since our participation 
in the airlift has now ceased, and we would like now to get final expenses 
cleared up. 

As you will note on the attached list, many of these deliveries were made during 
the first part of the Korean conflict, when things were not well organized, and 
many of the deliveries are merely estimates, with no delivery tickets held by us. 

As previously advised, we will be glad to assist in any way possible to expedite 
these invoices, although we realize these charges are made up from vouchers 
received from the entities which delivered the fuel. 

Very truly yours, 
PaN AMERICAN Worip Arrways, INC., 
SERVICES OF SUPPLY, 
Per B. W. DEDGE, 
For C. H. VAN LANDINGHAM, Manager, Supply. 
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U. 8S. Army reconciliation 


| 
Number of | 


Plane No | Date gallons | Remarks 

N-1029V July 6,1950 1,500 | Estimate—no ticket. 
N-9004¢ July 3,1950 400 Do 
N-8888¢ Sept. 19, 1950 994 | Do. 
N-88886 Sept. 19, 1950 16 | Do 
N-91072__. Aug. 8, 1950 1, 500 | Do. 
N-90448 Aug. 14, 1950 1, 500 Do. 
N-090428 Aug. 16, 1950 1, 500 | Do. 
N-90448__. Aug. 28, 1950 1, 500 Do. 

1, 500 Do. 
N-934 Sept. 26, 1950 1, 502 Do. 
N-70) Sept. 11, 1950 1, 500 Do. 
N-811 Sept. 17, 1950 1, 500 Do. 
N-446 Oct 1, 1950 27,100 Do. 
N-884 Oct. 17,1950 1,718 Do 
N-445 Oct. 24,1950 1, 458 Do. 
N-443 Oct. 16,1950 1, 463 Do. 
N-1024V Oct 9, 1950 1, 800 Do. 
N-1026\ Oct. 13,1950 150 Do. 
N-817 Jan. 30,1951 250 | Have delivery ticket. < 
N40 _| Jan. 10,1951 1,500 | Estimate—no ticket. 
N-40) Jan. 22,1951 1, 00 Do. 
N-913 Jan. 3,195! 1, 500 Do. 
N-072 Feb. 18, 1951 1,342 | Have delivery ticket. 
N-434 Mar. 20, 1951 3 150 Do. 
N-702 Apr. 12,1951 835 Do. 
N-946 Apr. 22, 1951 1, 288 
N-972 May 5, 1951 1,553 | AFB Vou 51-17996. 
N-972 ss May 24, 1951 1,441 | AFB Vou 51-197186. 
N-950 "i May 30,1951 | 14} AFB Vou 51-197188. 
N~-946 June 16, 1951 1,236 | Have delivery ticket. 
N-884 ; _| June 16, 1951 1, 210 Do. 
N-448 .| June 17, 1951 1, 133 Do. 
N-950_. es | June 20, 1951 14 
N-072 Sts : July 18, 1951 | 1, 543 
N-953 . July 24, 1951 785 
N-958 : - July 3,1951 1, 126 
N-958 July 6, 1951 1, 370 
N-434 | July 6, 1951 1, 390 
N-448 -| July 1, 1951 600 | Vou 52-17374. 
N-958__. ‘a . Sept. 6, 1951 711 
N-913 oan Sept. 15, 1951 815 | 
N-958 : Oct. 16, 1951 638 
N-702__. Oct. 26,1951 784 

| 
> 
2 Defuel have dely ticket 


3 Defuel 


Note.—Italic denotes red figure 


P 142350Z Aug. 

FM Comadiv 14 Travis AFB, Calif 

To: Comdr. Middletown AF Dep, Middletown, Pa. 

AB/DMBSO 5292-10. 

Attn MBCOP. ' * 
Ref second endorsement this sta, file AB/DMBSO 400.22 dtd 9 Mar. 53, subj: 

Req for billing by Pan American World Airways, Inc., for fuel and oil deliveries. 

This sta has exhausted all efforts to locate add reimbursable issues to Pan 

American World Airways. Since recent audit has been taken it is safe in as- 

suming that subj documents have been destroyed. 





HQ AMC, Wright-Patterson AFB, Ohio. MCSRMF 
Subject: Request for billing by Pan American World Airways, Inc. for fuel and 
oil deliveries. 
MBCOP (9 Mar 53) 
[ist endorsement] 


HQ MIDDLETOWN AIR ForRCcE DEPOT 
OLMSTED AIR FORCE BASE, 
Middletown, Pa., 26 May 1958. 
To: Commanding Officer, Travis Air Force Base, Calif. 
“1. Your attention is invited to basic letter and to the attached copy of letter 
from Pan American World Airways, Inc., regarding various deliveries of avia- 
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tion fuel and oil from your base, for which reimbursement to the United States 
Air Force is outstanding. 

“2. It is requested that the original copies of these issues be forwarded to this 
headquarters for reimbursement action. If, however, the originals cannot be 
located, certified copies in original and three (3) will suffice.” 

For the Commanding Officer : 

Huxert W. HorMan, 
Chief, USAF POL Accounting Division Comptroller. 
2incls: w/d incls 3 and 4. 


Senator Firanpers. I should also like to submit the report of the 
staff investigation, with exhibits on the subject of our present inqu.ry, 
which sets forth the findings made in our preliminary study. 

There is quite a mass of exhibits here detailing the pursuit made 
by the staff in the ins and outs of this situation and a large amount of 
information which resulted from it. 

(The documents referred to are as follows :) 


REPORT OF INVESTIGATION OPERATION OF AIR Force Stock FuNpD 
AVIATION FUELS DIVISION 
Marcu 19, 1954. 

The Aviation Fuels Division of the Air Force Stock Fund was established, 
pursuant to title IV of the National Security Act of i947, as amended, on 
July 1, 1953. The stock fund procedures had been instituted in September 
1952 on a “dry run” basis, pursuant to Air Force Manual 67-4, dated May 15, 
1952, issued by Headquarters, United States Air Force. An extract of perti- 
nent provisions of AIM 67-4 is attached hereto as exhibit A. 

A charter for the Aviation Fuels Division (copy of which is attached hereto 
as exhibit B) was promulgated setting forth in broad terms the administrative 
authority for the operation and management of the fund. The fund was 
initially established on July 1, 1953, with cash in the amount of $120 million, 
transferred from the Air Force Stock Fund to the Aviation Fuels Division, 
while the original inventory was capitalized in the amount of $178,500,000, 
thus giving the Aviation Fuels Division of the fund total assets of $298,500,000. 

The stock fund principal contemplates the management of a particular 
eategory of military materiel on a merchandising basis. Upon its institution, 
a stock fund is capitalized by the value of the existing inventories, and cash 
may be transferred to it to provide working capital, as was done in the case 
of the Aviation Fuels Division of the Air Force Stock Fund. After the fund 
has been installed, the particular materiel controlled by the fund will be 
sold by the fund to the consumer and payment will be received for the goods 
thus sold by the funded operation, by direct payment, or by a charge against 
the appropriation of the consuming agency. 

Pursuant to the charter, the authority and responsibility for the adminis- 
tration of the Air Force Stock Fund was transferred by Air Materiel Com- 
mand Regulation 20-17, dated November 18, 1953, to the Commander, Middle- 
town Air Materiel Area, Olmsted Air Force Base, Middletown, Pa. 

A copy of AMCR 20-17 is attached hereto as exhibit C. Previously, by AMCR 
21-35, dated October 12, 1953 (a copy of which is attached hereto as exhibit D), 
the Air Materiel Command had charged the USAF Petroleum, Oil, and Lubri- 
cants Accounting Division, Comptroller, Middletown Air Materiel Area, with 
the responsibility of providing the Air Force with accounting services for the 
Aviation Fuels Division of the Air Force Stock Fund by directing and operat- 
ing a worldwide double-entry accounting system for the purchase, receipt, 
storage, handling and issue of all aviation fuels and oils used and/or owned 
by the USAF. 

Elaborate but essential procedures were installed by Middletown to discharge 
its assigned responsibilities. All purchases and sales of aviation fuels and 
lubricants were reported to it. Because of the merchandising nature of the 
operation, and because there was existing authority for credit sales of aviation 
lubricants to consumers (see eXtract from Air Force Regulation 67-53, as 
amended, dated November 2, 1951, attached hereto as exhibit E), it was neces- 
sary to establish on the books of the Aviation Fuels Division of the Air Force 
Stock Fund certain accounts receivable. 

Most of these accounts represented moneys Owing from other commands of 
the Air Force and from other military services. Authority did exist, however, 
for credit sales to be made in certain circumstances to commercial operators, 
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either by virtue of administrative regulations (AFR 67-53 or AFM 67-4, ch. 3, 
pars. 1 e (1) and (2), and AFR 87-7, a copy of which latter regulation is at- 
tached hereto as exhibit F and which permits contract and charter carriers to 
use Air Force installations and authorizes the sale of supplies and services to 
such carriers) or by a specific contractual provision (see an excerpt from par. 
©, part IV, of a contract between the Air Materiel Command and the Overseas 
National Airways, Inc., for air-transportation services, attached hereto as ex- 
hibit C, which specifically provides: “The contractor may purchase aviation fuel 
and petroleum products at military installations at standard Air Force stock 
prices * * 4 >. 

It is with a few of the accounts, receivable from contract and charter carriers, 
which have become delinquent, that we are here concerned. 

The “dry run” experience of the Aviation Fuels Division of the Air Force 
Stock Fund demonstrated that precise procedures were necessary for the sale of 
aviation fuels to contract and charter carriers. 

Yo satisfy this need, accounting instruction No. 9, dated August 19, 1953, a 
copy of which is attached hereto as exhibit 'H, was issued by the Department 
of the Air Force. 

This instruction establishes the following procedure. The transportation 
officers under whose control a contract or charter carriers makes a flight issues 
a certificate authorizing the carrier to refuel at specific Air Force bases on a re- 
imbursable basis. 

Petroleum officers at these bases may sell fuel to the carriers in accordance 
with the refueling certificate, which must be presented to the petroleum officer 
by the aircraft commander. 

When a sale on credit was made, a copy of the refueling certificate is sent by 
the petroleum officer at the base at which the sale was made to the Accounting 
Section of the Aviation Fuels Division of the Air Force Stock Fund at Middle- 
town, and there consolidated with other certificates from other bases. Copies 
of these refueling certificates are included as a part of exhibit H. The Middle- 
town Air Materiel Area, responsible for the administration of the Aviation 
Fuels Division of the Air Force Stock Fund, bills the consuming carrier for the 
gas purchased by it shortly after the purchase has been made. 

(It should be noted that generally only commercial carriers which have con- 
tracts for air transportation services with the Army, Navy, or Air Force are 
permitted to make purchases of aviation fuels from Air Force installations. In 
most cases the aircraft operated by these carriers are leased from the Air Force. 
Standard forms are used in the execution of these leases.) 

It soon became apparent that a number of the contract and charter carriers 
were not paying their obligations to the Government for gas and oil provided to 
them. Hence, interim instructions for the collection of delinquent accounts re- 
ceivable for aviation fuels were issued on January 6, 1954, by the Air Materiel 
Command. <A copy of these instructions is attached hereto as exhibit I. They 
provide that if an account remains unpaid 30 days after the billing by Middle- 
town, a letter will be written by Middletown to the debtor requesting immediate 
payment. 

Further, they provide that if payment is not received within 15 days from 
the date of that letter, a second, stronger letter will be sent to the debtor 
requesting payment. If the payment is not received within 15 days after the 
date of the second letter, the account, according to the instructions, is considered 
uncollectible. 

Middletown determines whether there are any unpaid amounts due to the 
debtor at that installation, and if it is discovered that there are, a withholding 
order is issued to the finance officer responsible for making payments due to 
the debtor. 

In the event that there are no such outstanding amounts due the debtor, the 
uncollectible account is transferred to Headquarters, Air Materiel Command, 
Wright-Patterson Air Force Base, Ohio, where a similar search for amounts 
payable to the delinquent is made. If no such amounts are discovered, AMC, 
according to these instructions, forwards the account to the Settlement Division, 
Air Force Finance Center, Denver, Colo., for collection. 

Denver may (1) forward the account to GAO with instructions to institute 
collection proceedings ; and (2) transmit the name of the debtor and the amount 
of the debt, to the Chief of Finance, United States Army, for inclusion on the 
indebted contractors’ list. 

In transmitting the accounts to GAO, difficulty was encountered since GAO 
can institute proceedings for collection only if the amount of the debt is a 
lirm, liquidated amount. It was soon discovered that the amounts of indebted- 
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ness of the delinquent contractors to the Aviation Fuels Division of the Air 
Force Stock Fund were not liquidated amounts because of the fact that, even 
though the delinquency existed, additional credit was being continually extended 
to the delinquent carriers, thus increasing the amount of the indebtedness with 
each additional credit sale which became delinquent. 

Hence, the collection procedure through GAO has been demonstrated to be 
ineffective. Two letters from the GAO to Air Force officials, on which a letter 
from the Air Force Finance Center to Middletown dated January 19, 1954, was 
based, support this conclusion. The letters are attached hereto marked “J.” 

The second procedure—placing the delinquent contractor on the list of indebted 
contractors maintained by the Army Chief of Finance—would seem to provide 
greater relief. This list is disseminated periodically to all Government disburs- 
ing officers and if payment is made by a disbursing officer under any contract 
to a contractor who appears on the list, without withholding the amount which 
appears on the list, the disbursing officer making such a payment will be respon- 
sible for the amount of the indebtedness. 

Although the Air Force Finance Center in Denver has to the present time 
transmitted the names of 9 airlines which are delinquent in the payments of 
their debts to the Aviation Fuels Division of the Air Force stock fund, there 
are 20 delinquent contractors who have been, as of this date, placed on the list. 
Additionally, the amount of indebtedness of 7 of the 9 contractors who are on 
the list is less than the amount of the actual indebtedness. 

Other relief is available to effect a collection in the case of the delinquent 
contractors who operate aircraft leased from the Air Force. In the contracts 
by which the aircraft are leased, it is provided, ‘““This lease may be terminated 
at any time by the Government as to all or any of the property leased hereunder 
upon 7 days notice whenever the contracting officer shall determine the termina- 
tion is in the best interest of the Government.” The coordination which might 
be necessary to effect termination of the lease because of delinquency in the 
payment of fuel bills might well preclude, as a practical matter, the use of this 
approach. 

People at the operating level at Middletown and Denver have long since been 
cognizant of the disorder which has resulted from the additional extension of 
credit in the sale of aviation fuels to delinquent contractors. Last August, the 
Air Force Finance Center requested authority to direct major air commands 
to cease granting credit for aviation fuels to any debtor whose account had 
been declared uncollectible. 

Such authority was granted, the Commander of the Air Force Finance Center 
being so notified by memorandum dated December 29, 1953. 

A copy of that memorandum, together with two earlier letters on the same 
subject, is attached hereto marked “Exhibit K.” Pursuant to the time that 
effective action could be taken prior to this authority to stop credit, a tele- 
type request was received by the Settlements Division of the Finance Center 
asking for the transfer of the files pertaining to the indebted-contractors to the 
Office of the Chief of Finance, Headquarters, USAF. 

In this connection, it was stated: “These cases will be the subject of constant 
consideration here (Headquarters, USAF) and I would like for the cases when 
made up in separate folders to be airmailed to me for immediate handling at the 
secretarial level.” This was interpreted, and reasonably so, by the people of the 
Air Force Finance Center in Denver to mean that the responsibility for the col- 
lection of the delinquent accounts was being assumed by Headquarters, USAF, 
and that the Finance Center in Denver was being relieved of its responsibility 
to collect them. 

Additionally, the message was interpreted to countermand the authority, 
previously given to the Air Force Finance Center, to order major air com- 
mands to stop credit to delinquent debtors. 

Exhibit L demonstrates the present situation as revealed by the books of the 
Air Force Finance Center. It shows a total delinquency of $419,990.88. It 
reveals clearly that much credit has been extended to most of the carriers after 
their accounts were first declared to be delinquent. 

It is clear that large sums of money have been paid to the listed contractors 
in payment of the air transportation services contracts under which they were 
operating for the Army, Navy, or Air Force, and that such payments have been 
made since the aviation fuels accounts have been established as delinquent. 
Precise figures as to the amounts so paid are not available, since they have 
probably been paid by as many different disbursing officers as there are con- 
tracts, but it can be stated without fear of contradiction the amounts so paid 
greatly exceed the amounts of indebtedness. 
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As recently as March 12, 1954, the Chief of the USAF POL Accounting Division, 
Comptroller, Middletown Air Materiel Area, advised the Comptroller of the Air 
Force through channels that his division be authorized to issue “stop sale orders,” 
to prohibit credit sales of aviation fuels to commercial airlines as soon as a 
state of delinquency is reached. 

In this letter, a copy of which is attached as exhibit M, it is pointed out that 
according to the figures available at Middletown there was a total delinquency 
of $560,982,075 in delinquent accounts for aviation fuels for fiscal year 1953. It 
has not been learned as to whether any action has been taken on this recom- 
mendation. 

The state of confusion that exists can best be demonstrated by a comparison 
of the conflicting figures that are offered by the three interested agencies, Mid- 
dletown, AMC, and the Air Force Finance Center. According to Middletown 
the tetal delinquencies since the institution of the stock fund was reported on 
February 26, 1954, as $842,417.04 (see exhibit N). 

Middletown does not include in its tigures any delinquencies which occurred 
prior to the installation of the stock fund. 

In addition to this amount and in addition to the amount set forth above 
there is additionally an indebtedness of one airline in excess of $300,000 which 
has not been reported as delinquent since there exists a dispute as to the correct 
amount. 

AMC, at Wright-Patterson AFB, reported on March 11, 1954, that according 
to their figures the total delinquent indebtedness amounted to $442,988.87. The 
Air Force Finance Center, however, reports, as revealed by exhibit L, that the 
total indebtedness is $419,990.88. Neither AMC nor the Air Force Finance Center 
in Denver have included the latest fiscal year 1954 figures in their totals. 

Much work must be done in order that firm figures of the delinquencies of the 
several airlines involved may be established. It should be remembered that 
the figures of delinquent indebtedness incurred prior to the installation of the 
stock fund on July 1, 1953, may not in some instances be determinable. 

It appears that the Air Force has in some instances been generous without 
being judicious. It was known to the Air Force that some of the carriers to 
which it has been selling fuel, operated with planes owned by the Air Force, was 
doing all its business for the Air Force or other departments of the Government 
and was buying its fuel and in some instances getting repairs done on credit 
extended to it by the Government. 

It should have been obvious that some of these companies would become 
involved in financial difficulties and it should have been known to the Air Force 
that if such difficulties were encountered, that some of those carriers would 
have no assets from which the claim of the Air Foree could be satisfied. 

A case in point is that of U. 8S. Airlines. Even though this company became 
bankrupt, credit was still extended to it for fuels by the Air Force—an apparent 
case of sending good money after bad. 

In February 1954 a conference took place between representatives of Middle- 
town and of the Air Force Finance Center in Denver at which the problem 
of the delinquencies under consideration were considered in detail. An infor- 
mation memorandum of that conference, which is self-explanatory, follows. 

I’. BRADFORD MORSE. 
GLENN 8S. WALDRON. 


REPORT ON CONFERENCE BETWEEN REPRESENTATIVES OF MAAMA AND AFFC 
REGARDING THE DELINQUENCY OF COMMERCIAL AIRLINES ACCOUNTS 


A report of POL Accounting Branch, Middletown Air Materiel Area, Middle 
town, Pa., made a trip to AF FC during the week of February 15 through Feb- 
ruary 19, 1954, for the purpose of coordinating efforts in securing payment infor 
mation relative to aviation products issued to commercial airlines by the United 
States Air Force. 

Beginning with the fiscal year 1953, an Air Force revolving stock fund method 
of accounting for POL products was initiated by the Air Force, making manda- 
tory the accounting for all funds allotted for gas and oil utilized in this manner. 
A representative from Middletown brought with him many ledger sheets filled 
with a recapitalization of delinquent accounts of various airlines, forwarded to 
AFFC through AMC for collection action, representing indebtedness predom- 
inantly arising from the purchase of POL products on chartered flights. Such 
flights, involving a single movement of freight, troops, or other personnel is 
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commonly known as CAM flights, i. e., commercial air movement flights. How- 
ever, when such carriers are under an Air Force contract, negotiated by Head- 
quarters USAF or AMC, they are referred to as contract-carrier flights. 

The problem of delinquent POL accounts has been aggravated by the decision 
made by the United States General Accounting Office to the effect that such 
delinquent accounts May not be submitted to that office for collection action until 
such time as a firm figure of indebtedness is established. Inasmuch as credit 
is continually extended to these airlines, no firm figure can ever be established, 
and invoices continue to pile up at Middletown, AMC, and AFFC. In one in- 
stance, alone, a single airline not included in the recapitulation, is currently 
shown as indebted to the United States Air Force for an amount over one-half 
million dollars. 

Such rapid accumulation on the debit side of accountability can practically 
put the Air Force out of business in respect to POL funds. 

In order that the problem may be presented and possible solution obtained, 
a question and answer discussion, on an informal basis, has been initiated 
herewith : 

Question. What is the approximate amount of the total indebtedness shown on 
your records which you brought with you from Middletown ? 

Answer. The amount is approximately $649,975. This represents approxi- 
mately the total amount shown on invoices forwarded through AMC and AFFC 
for collection action. 

Question. Does that represent the entire indebtedness shown on your records 
at Middletown for aviation products furnished commercial airlines on credit? 

Answer. No; only a portion of the total processed to the point where they 
may be transmitted to AMC for subsequent referral to AFFC for further col- 
lection action. Also as credit is further extended these airlines, more invoices 
will accumulate and, in turn, become delinquent accounts. The indebtedness 
represented by the listings brought from Middletown and checked through AFFC 
does not represent the complete amount of delinquent invoices inasmuch as 
MAFD is still receiving issues for fiscal year 1953. 

Question. You indicated in a previous conversation that there were other 
invoices being held by Middletown which had not been submitted through AMC 
as yet. Why has this not been accomplished ? 

Auswer. Middletown is holding a number of invoices pending the settlement 
between them and the airlines as to rates and other matters. Most of these 
will be settled locally at Middletown, and will not be referred to AFFC for 
collection action. 

Question. Then the sum of $649,000 plus is only a part of the overall indebted- 
ness picture? 

Answer. That is right. If the invoices being held by Middletown and those 
that will continue to be received are not paid locally, they too, in turn, will 
become delinquent accounts and will have to be carried on our records as such 
and therefore accounted for. Invoices that are delinquent and chargeable to 
the fiscal year 1954 accounts have not, as yet, been forwarded to AMC. These 
will be received by you, no doubt, at a later date. 

Question. Can you explain to us the difference between the charges for CAM 
and contract carriers? 

Answer. Aviation fuels issued to MATS contract carriers are issued at stand- 
ard price. However, there are other contracts issued by AMC covering flights 
that will be charged the 3 and 15 percent surcharge. Charter carriers perform 
only one-time flights, and charges for these are 3 and 15 percent surcharge. 

Question. I think we sort of got balled up there on those charges, that is, cov- 
ering charter movements and contract movements. How about beginning again 
in dictating questions and answers. 

I just wanted the difference explained between contract and CAM or charter 
flight charges. 

Answer. The standard price is charged for contract carriers operating under 
the operation control of the Military Air Transport Service. Contracts other 
than MATS, initiated by Headquarters, AMC, may call for standard price only, 
or the 3 and 15 percent surcharges, depending on provisions of the contract. 
Charges for chartered flights or CAM movement flights will be charged the stand- 
ard price plus the 8 and 15 percent rate if the points of landing, destination, or 
intermediate stops were authorized. However, if the airlines should make a 
stop other than that shown on CAM certificate, the fair market price would 
apply. This is in accordance with joint message from USAF Headquarters dated 
November 15, 1952. 


39982—54—pt. 2-2 
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Question. Does this apply to contract carriers, too? 

Answer. Contract carriers are under the operational control of the Military 
Air Transport Service, and the standard price will be charged to those contract 
carriers at Air Force bases where this gasoline is procured. Certain Air Force 
contracts other than MATS do call for prices at standard price plus the 15 and 3 
percent. However, no contract calls for fair market price. 

Question. Do I understand you to say that there are different types of contracts 
under which the airlines operate? 

Answer. Yes. Headquarters AMC has initiated various contracts with air- 
lines calling for either standard price only or with the added 15 and 3 percent 
surcharge. Certain contracts initiated by AMC designate specific points where 
these carriers will land and deliver cargo or passengers. However, should the 
contract carriers receive gas and/or oil at points other than those designated 
as points of landing in the covering contract, the fair market price would apply. 
A good example of this is the contract with Resort Airlines, Air Force contract 
33. (600)-22280. This contract was effective August 18, 1952, and expired Novem- 
ber 1952. The points of operation were with Kelly Air Force Base, Warner 
Robins Air Force Base, and the points designated in the contract. Any gas fur- 
nished under this contract should be furnished in accordance with paragraph 4g2 
of AFR 67-53. This means prices of 15 and 3 percent surcharges on top of 
the standard price. Another example is AAXICO’s contract, 33 (600)—21227, 
calling for services from Kelly Air Force Base to McClellan Air Force Base 
and return. This contract specifies gas will be furnished under paragraph 4g2, 
AFR 67-53, which is the standard price plus 15 and 3 percent. 

Conner Airlines contract 33(600)—22878 was effective November 14, 1952, 
and extended to February 15, 19538. It calls for services between Kelly Air 
Force Base, Rapid City Air Force Base, Fairchild, Travis, and return to Kelly 
Air Force Base. Gas under this contract is to be furnished under AFM 67-4, 
chapter 5, or at standard Government prices. Any deviation from the author- 
ized stops in accordance with this contract would be charged the prevailing 
market price or the standard price plus the 3 and 15 percent, whichever is 
the greater. 

Another contract AF 33(600)—22877 is with Southern Air Transport. This 
calls for services between Warner Robins Air Force Base, Castle Air Force 
Base, Davis Monthan, Walker, Biggs Air Force Bases, Forbes Air Force Base 
and return. Gas issued under this contract is to be furnished to the con- 
tractor at the standard Government prices. 

If Southern Air Transport receives aviation fuel at a base other than those 
specifically designated as authorized points of landing under this contract, the 
standard price plus 3 and 15 percent surcharge, or fair market price, which- 
ever is the higher, would prevail. AAXICO contract 33(600)—22407 provides 
for services from Hartford, Conn., to Consolidated Vultee Aircraft Corp. at 
Fort Worth, Tex., and return. Authorized stops under this contract are Kelly, 
Tinker, Hill, McClellan, Travis, and Carswell Air Force Bases. Stops other 
than those under this contract will be charged the standard price plus 3 and 
15 percent of the fair market price, whichever is the higher. 

Question. Was that Carswell Air Force Base you dictated just then? 

Answer. That’s right, it was Carswell. 

Question. Will you spell that AAXICO, the typist may not be able to spell it. 

Answer. AAXICO is the abbreviated form used for American Air Export 
A Import Co 

Question. According to something you said to me earlier, it is my under- 
standing that this company gives credit to certain airlines. 

Answer. No, AAXICO is just the abbreviation for the name of American Air 
Export & Import Co. 

Question. I guess I misunderstood. You were saying something about guar- 
antors for credit extended to the airlines. 

Answer. A guarantor is a major oil company doing business in the continental 
United States who will be designated by an airline as their specific credit 
guarantor. Reference, paragraph 12, AFR 55-20. An example of such is Shell 
Oil Co., which would be liable for all issues made to Quantis Empire Airways. 

Question. Well, then all invoices would be billed to Shell Oil Co. and pay- 
ment collected from them? 

Answer. This is correct. The credit guarantor will pay the invoice. 

Question. Well, then as a means of collecting all of this indebtedness that is 
outstanding, why can’t a guarantor be obtained for every airline that is indebted ? 

Answer. Well, I believe it is too late to have a major oil company nominated 
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as a credit guarantor to stand the charges that have accrued. However, it 
would be a good suggestion or an idea for these delinquent airlines to obtain 
a credit guarantor or be requested to pay for all aviation fuel on a cash basis 
until such time as the accrued delinquent accounts have been liquidated. 

Question. Will you explain why the invoices we have forwarded to head- 
quarters AMC, which in turn have been forwarded to the Air Force Finance 
Center, Denver, Colo., are still held in your office and have not as yet been 
forwarded to GAO, Washington, as delinquent accounts to be processed by that 
office and included on the list of indebted contractors? 

Answer. The reason for that is that fairly recently, the GAO has decided not 
to accept any invoices on these airlines until a firm figure has been established. 
Due to the fact that credit is currently being extended to these airlines, it is 
unlikely a firm figure will ever be established. The way it looks to me, the 
invoices will just continue to accumulate at AFFC, AMC, and at Middletown. 

Question. Have you any ideas as to how we can ever establish a firm figure if 
this credit continues to go on and on? 

Answer. Middletown AMA is in no position to determine when a firm figure 
is established. However, we can determine the amount unpaid that we have 
billed these airlines for the fiscal vear 1953 inasmuch as most of the issue docu- 
ments for fiscal year 1953 have already been processed by headquarters Middle- 
town Air Force depot. However, we are still receiving issue slips from various 
bases, or corrections to invoices previously submitted. These delinquent issues 
to airlines may continue to be received for some 6 to 8 months. 

It is my opinion that we cannot furnish AFFC a firm figure as the airlines 
continue to receive aviation fuel products on a credit basis. However, if this 
credit was suspended and the airlines put on a cash basis only, or credit extended 
through an authorized guarantor, a firm figure could be established for utiliza- 
tion by GAO. 

Question. What attempts has your office made in collection of some of these 
delinquent invoices forwarded to your office from Middletown Air Force depot? 

Answer. Some of these accounts, which have been transmitted to the collec- 
tion branch, settlements division, of this center, have been billed to the debtor, 
in an effort to collect the amounts due. However, because of General Account- 
ing Office action, that is as far as they are able to go in our efforts to liquidate 
the indebtedness. 

Question. In case of an airlines in bankruptcy, what attempts are made to 
collect amounts due from the airlines for Air Force aviation products fur- 
nished to them? 

Answer. This is a rather sore subject with me at this moment. We have the 
case of United States Airlines which at present is in bankruptcy and owes a 
considerable amount of money to the United States Government. Since the 
invoices have accumulated it is going to be very difficult to collect the entire 
amount due. Of course, in regular bankruptcy proceedings, when a company 
hecomes bankrupt, AFFC notifies the GAO either by letter or wire and requests 
that a proof of claim of the United States Air Force be filed. Because the 
invoices cannot be forwarded to the GAO when they become delinquent, in event 
of bankruptcy developing later on, it will be very difficult for the Air Force 
to obtain its money. 

Question. Is there any way the Air Force would recover the amount of 
aviation fuel indebtedness by stopping payment of invoices submitted for trans- 
portation or hauling charges for these flights? 

Answer. Well, I believe that such a thing could be effected by perhaps adding 
the debtor to the indebted contractor’s list in an unspecified amount, since it 
would be impossible in the early stages to state a firm figure and then if the 
finance officers were put on notice to withhold any amounts due or becoming due 
the airlines for these flight movements, to apply against cost of aviation fuels 
issued them, the debts could be liquidated. 

What I mean is this: Place the indebted airlines on the list in an unspecified 
amount (because vou can’t establish a firm figure at this point) then when the 
company comes to the Air Force base to obtain aviation products for the CAM 
flicht, the finance officer would make some arrangement to withhold the cost of 
that <as and oil to apply against the amount the Air Force would pay the com 
pany for participating in such flight—that is, for transporting the personnel 
or cargo 

Question. We have been receiving collection vouchers and we are unable to 
determine the applicable invoice to which the collection voucher applies Is 
there any specific way or means of determining which of these invoices are 
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covered by the collection vouchers forwarded to AFFC to Middletown Air Force 
depot? We are having difficulty in identifying such collections. 

Answer. Well, this particular section does not have anything to do with the 
collection document. However, that is one of the duties of Collection Branch 
and Central Disbursing Division. I believe that probably something could be 
done to clear up the matter and identify the money being collected if the invoice 
number could somehow be listed on the collection document and associated with 
the particular amount of money totaled on the particular invoice. However, 
in cases of uncollected invoices being forwarded to the GAO, it is very difficult 
to associate the amounts with the invoices, for in many of these cases other 
Government agencies will withhold amounts to apply against the indebtedness 
of a company listed as indebted to the Air Force on the indebted contractor’s 
list 

kor example, on Central Airlines, the Navy withheld money due on contracts 
they held with that company to apply to the Air Force indebtedness. In that 
case and similarily in others, the sum withheld could in no way be identified 
with any specific invoice. 

Question. Is the Alaska Airlines still carried as a delinquent account? 

Answer. I do not know too much about the Alaska Airlines, because I did not 
work on that particular account. However, it is my understanding that Mr. 
Naylor in Headquarters USAF, Washington, D. C., contacted the company’s 
representative and arranged for payment of the unliquidated obligation. It 
has been reported to us that the total sum has been collected and that the matter 
is considered closed. 

Question. These invoices that you are holding in AF’ FC pending establishment 
of firm indebtedness figure before sending to GAO were reviewed and audited 
at Middletown and then forwarded to AMC, who in turn, transmitted them to 
AFFC for collection action. I believe you said you referred them to collection 
branch for preparation of the collection letter to the company; and from there, 
if payments are not received, the invoices will be sent to GAO in Washington 
for final action. 

Answer. No; according to present policy they will not be forwarded to the 
GA; they will just stay here and accumulate. Our former procedure enabled 
us to forward them to the GAO as they came in, after a period of time had 
elapsed in which payment could not be collected from the company involved; 
but, as I have said before, and with the system we have now, we are at a standstill 
and nothing is being done. The invoices are just accumulating here until such 
time as a policy is established whereby we may forward them on to the GAO for 
necessary collection action. 

Question. In concluding this conversation, is there any question in your mind 
as to the method or procedure used by Middletown in arriving at the charges 
shown on the invoices for these airlines accounts? 

Answer. Well, before you came out here, it did appear almost a mystery some- 
times as how you came by the figures. One issue slip would show one type of 
billing and the next issue slip would follow a different type of billing. We had 
no way of knowing that on one issue slip the stop had been authorized and the 
applicable rate utilized, whereas on another flight the stop had not been author- 
ized and therefore a different price prevailed. 

But after your explanation, the puzzle pieces are beginning to fit together and 
we can now understand the apparent variance in such rates charged. We are 
glad you could visit AFFC to iron out existing difficulties. Also, considerable 
correspondence will be eliminated in the future as a result of a clearer compre- 
hension in matters of rates, types of flights, and problems mutually shared by 
both this headquarters and Middletown Air Materiel Area. 


‘ 


Wednesday 

In conversation with the civilian and OIC of settlement branch, they expressed 
the opinion that all those airlines listed as delinquent, credit sales should be 
immediately stopped and any future sales by cash basis only. 

They went over the list of airlines delinquent as posted on their ledger cards, 
and cross checked the MAAMA listing of delinquent accounts and information 
regarding some payment were recorded. However, the majority of delinquent 
invoices recorded were from Headquarters AMC 1952 fiscal year. Only a small 
percentage of these invoices recorded were from Headquarters MAAMA and 
dated back to the early part of fiscal year 1953. 
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They were inclined to believe that pending changes would be that those invoices 
forwarded to the adjudication branch would be transferred to settlement section 
and could be immediately placed on the contractor’s indebtedness listing which 
is forwarded to all finance officers and fiscal stations whereby all payments to 
those delinquent debtors would be stopped and the sum applied against the 
indebtedness. 

Friday 

Before leaving, the civilian and officer in charge of the settlement division 
wanted to know if I had received all the information that I required. 

He was also amaze at the large amount of delinquent invoices forwarded to 
AFFC that had not as yet appeared on the delinquent contractor’s indebtedness 
listing, and assured me that steps will be taken to recover this outstanding 
amount. 

It was suggested for avoiding future indebtedness that the finance officer was 
to withhold payment and forward the paying voucher to one central office where 
the cost of fuel would be deducted and the balance forwarded to the airline. 
This balance would be the difference between the airline’s charges for transpor- 
tation of cargo or troops and the cost of aviation fuel product furnished the air- 
lines on credit. 

He also stated that the situation regarding delinquent accounts would be 
discussed at the next meeting with GAO representative from Washington, D. C. 





ExHresit A 
Arr Force MANUAL No. 67-4 


DEPARTMENT OF THE AIR FORCE, 
Washington, May 15, 19952. 
FOREWORD 


1. Purpose and scope: This manual prescribes the procedures to be used at 
Air Force bases, including Air National Guard bases, in handling and accounting 
for aviation fuels and oils. The manual and applicable reports and forms are 
printed in a tentative form. At a future date they will be replaced by a perma- 
nent manual and permanent forms. 

2. Effective date: The manual will become effective at \ir Force bases on 
a phased basis. The effective date at specific categories of Air Force bases will 
be announced by Headquarters USAF. 

3. Recommendations: Recommendations or proposed changes should be sent 
to the Commanding General, Middletown Air Materiel Area, Olmstead Air Force 
Base, Attention: MACAW, Middletown, Pa. 

4. Supply of forms: Each base wili be furnished an initial supply of the 
AFACG, test forms prescribed herein prior to the date the manual becomes 
effective for the base. Such bases are authorized to reproduce locally additional 
quantities of the forms if required until they are replaced by permanent forms 
available through normal supply channels. 

5. Conflicting instructions: On the effective date for a particular Air Force 
base, the provisions of this manual take precedence over conflicting instructions 
contained in the following publications: 

AFM 32-10, February 1944; AFM 67-1, 1 June 1948; AFR 67-53, 2 November 
1951, including change 67—-53A, 6 March 1952; AFR 67-61, 28 January 1952; AFR 
67-64, 2 July 1951, including change 67-64A, 27 July 1951; AF M&S directive 
67-55, 13 May 1947. 

6. Reports control symbol: The reports required by this manual have been 
assigned reports control symbol AF—C—40 (test). 

By order of the Secretary of the Air Force: 

N. F. TWINIneG, 
icting Chief of Staff, 
United States Air Force. 

Official : 

K. EK. THIEBAUD, 
Colonel, USAF, Air Adjutant General. 
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CHAPTER 1 


SUMMARY OF QPERATING AND ACCOUNTING PROCEDURES 


1. Scope of manual 


This manual provides detailed instructions to base petroleum officers for the 
receipt, storage, and issuance of aviation petroleum products. It is limited to 
those items contained in AF property class 06—-A. It also covers detailed 
instructions to the base comptrollers for the monetary accounting required for 
such items. 


2. Stock fund 


(a) Aviation fuels and oils will be financed under a revolving stock fund, 
which will be designated as the Aviation Fuel Division of the Air Force Stock 
Fund. This manual includes the accounting procedures required for the stock 
fund and has been written on the basis that the stock fund would be established 
on the effective date of the manual. In fact, however, the financing of aviation 
fuels and oils under a revolving stock fund will not begin immediately. This 
change will not affect the provisions of this manual and Air Force bases will 
operate under this manual as if the revolving stock fund were established. 

(b) The implementation of the stock fund at a later date will provide the 
capital to carry aviation fuel inventories of the Air Force from 1 fiscal year 
to the next and will permit the letting of contracts for more than 1 year. 
In addition, the methods and procedures described in this manual will offer 
to the petroleum officer tools either to improve his operations or to give him 
assurance that his operations are being conducted efficiently. These changes 
are expected to save considerable dollars. Furthermore. the stock fund will 
establish a buyer-seller relationship between flying organizations as consumers 
and the management of the fund. This relationship and the concurrent re- 
quirements of alining aviation fuel budgeting and consumption accounting with 
flying programs are expected to promote more economical use of aviation fuels. 

(c) The procedures described herein will not change when the stock fund 
is implemented. However, in the interim these procedures are expected to 
prepare the base petroleum officer for the stock fund’s operations and imme- 
diately to permit his gaining closer control over his inventories. The proce- 
dures and records on inventory are established so that unnecessary reports of 
survey are eliminated. Furthermore, gains in inventory are recognized as well 
as losses, 

To aid in the closer control of inventory, records are broken down so that 
gains or losses can be traced to in-transit, bulk storage, refueling units and 
determinable causes. Forms are provided to help the base petroleum officer 
analyze losses and gains so that he may determine whether losses or gains 
are excessive and consequently warrant investigation of detailed records and/or 
rechecks on physical inventory. Such investigation can determine whether 
paperwork is missing or whether the excessive loss or gain represents some 
improper action which requires correction. Additionally, base comptroller per- 
sonnel will be made available to aid, on a continuing basis, in the analysis of 
these records. 


8. Applicability of manual 


(a) The provisions of this manual apply to all Air Force bases where Air 
Force-owned aviation fuel and oil are stored and issued to aircraft, both in the 
Zone of Interior and overseas. It does not apply to locations operating exclu- 
sively as terminals. 

(b) At certain locations Air Force-owned aviation fuel and oil are stored and 
issued to aircraft by contractor personnel. This manual does not apply to such 
locations. The contractor will maintain such records and submit such reports 
as required by the Commanding General, Air Materiel Command. 


j. Variation for certain overseas bases 


While this manual will be applicable to overseas bases, variations may he 
made for bases under the jurisdiction of the commanding general of some 
commands. Such variations will be covered by separate instructions prior to 
the effective date of implementation for bases within the commands concerned. 


5. Scope of stock fund 


(a) The Aviation Fuel Division of the Air Force Stock Fund will include 
only aviation gasoline, jet fuels and aircraft engine lubricating oils. This com- 
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prises all items in USAF Property Class 06A. No other property class items will 
be included. 

(6) The costs that will be paid by the Aviation Fuel Division will be limited 
to the following items: 

(1) Contract cost of products (including nonidentifiable cost of contractor 
furnished containers). 

(2) All transportation costs on bulk products which are payable from AF 
funds. 

(3) First destination transportation costs on packaged fuels. 

(4) Service costs on into-plane service contracts. 

(5) Service costs on terminal storage. 

(6) Service costs on drumming bulk products (but not including the cost of 
drums). 

(7) Contract cost of re-refining used oil. 

(8) Costs of making laboratory analyses of fuel samples. 

6. Use of standard prices 

(a) One standard price is established for each grade of fuel. Inventories 
will be carried at standard prices and all issues (both bulk and into-plane) will 
be made at the same standard prices. 

(b) Where certain customers are subject to administrative, handling or drum 
charges, such charges will be treated as surcharges and will be in addition to the 
standard prices. (See par. 3 (0), ch. 3.) 

(c) Standard prices are computed to equal the estimated costs that will be 
paid by the stock fund, together with an allowance for losses resulting from 
transportation, storage, and issuance of fuels. 

(d) Standard prices are listed in chapter 3. These prices will remain effec- 
tive until changed by amendment to this manual. It is expected that price 
changes will be published in November and May of each fiscal year, to be effec- 
tive January 1 and July 1, respectively. 

(e) Standard prices for all fuels are quoted per gallon. This unit will be con- 
sidered as standard and all records and reports will be maintained and sub- 
mitted in terms of gallons. 


7. Accountability for aviation fuels 


(a) On the effective date of this manual the base petroleum officer will be 
the accountable officer for aviatien fuels. He will maintain the item records 
for such fuels in accordance with the provisions of this manual. 

(0) In accordance with the provisions of this manual, the base comptroller 
will submit to the base commander each month a copy AF ACG forms 10 and 10A, 
1 May 52 Hest, “Trial balance,” which will disclose, among other things, the 
losses and/or gains for the fiscal year to date (appearing in the column headed 
“This month’). These losses or gains will be classified as to their nature as 
follows: 

(1) Account 546, inventory losses from determinable causes. Such losses are 
those with respect to which survey action has been initiated or which required 
the down-grading of fuel as a result of contamination. Such losses in substan- 
tial amounts should be investigated to determine liability and the necessity for 
administrative action. 

(2) Variation in inventory resulting from volume changes caused by tem- 
perature changes, and handling losses, as follows: 

Account 542, storage inventory temperature and handling variance. 

Account 544, refueling unit inventory temperature and handling variance. 

Account 545, intransit inventory temperature and handling variance. 

Account 547, difference between book and physical inventory. 

Account 549, contaminated fuel removed from refueling unit segregators. 

Because the volume of peroleum products change with temperature changes, 
and they are not subject to exact measurement, no survey action is required 
relative to variations appearing in the above account unless, in the opinion of 
the base commander, they are excessive. In determining whether or not the 
variations are excessive, consideration should be given to the season of the year, 
the change in temperature and the trend in the variations over a period of 
months. 

(3) Account 581, cash over and short. Administrative or disciplinary action 
in the case of cash shortages is left to the discretion of the base commander. 
It is expected that small shortages or overages of cash may occur occasionally, 
and consideration should be given to the volume of cash handled when evaluat- 
ing the differences. 
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8. Stock fund procedures 

(a) The Fuels and Chemicals Section of AMC is responsible for all procure- 
ment of aviation fuels and for administering contracts relating to stock fund 
operations. A central accounting office within AMC will record all transactions 
relating to the operations of the Fuels and Chemical Section applicable to the 
stock fund. 

(b) At each Air Force base (including Air National Guard bases) where 
aviation fuels are received, stored, and issued, the base petroleum officer will 
maintain quantity records on such operations. He will forward periodically 
to the base comptroller certain prescribed documents and reports. The base 
comptroller will maintain financial records based on the documents and reports 
which he receives. 

(c) The comptroller at each base will transmit three times each month to 
the central accounting office the documents for fuels received at the base or 
shipped to other bases. He will also transmit monthly trial balances reflecting 
all operations at the base, together with documents supporting issues made to 
customers outside the Air Force. The central accounting office will effect reim- 
bursement to the stock fund for all sales, and will consolidate the base trial 
balances with a trial balance of transaction recorded on the central books to 
present consolidated financial statements for the stock fund. 

(d) Air Force inspectors are located at contractor refineries and terminals 
to inspect and, in case of f. o. b. origin shipments, to accept each shipment on a 
stock fund contract. The inspector signs the DD form 250 for each shipment 
and the contractor submits his invoice, together with supporting DD forms 250, 
to the designated disbursing officer for payment. No further substantiation 
is required by the finance officer in the case of f. 0. b. origin shipments. On 
f. o. b. destination shipments, however, the receiving installation must send two 
copies of the DD form 250, signed as to receipt of the products, to the finance 
officer 

(e) After payment, the finance officer will send a copy of each paid voucher, 
together with supporting invoices and DD forms 250 to the central accounting 
office. The central accounting office will match these supporting documents 
with the documents received from bases and terminals covering the receipt of 
aviation fuels. 

(f) A number of terminals are owned by or operated for the Air Force to 
receive and store aviation fuels and to ship fuels to Air Force bases and to stock 
fund into-plane service contractors. Each terminal will submit quarter-monthly 
reports to the Fuels and Chemicals Section, AMC, showing the quantity of fuels 
received, shipped, and remaining in storage, together with supporting documents 
for all receipts and shipments. The central accounting office will record all such 
transactions and will establish records to control all fuels in transit from one 
location to another. The documents received from the terminals will be matched 
with the documents received from Air Force bases and into-plane service con- 
tractors. 

(7) Many contracts are placed with commercial companies for into-plane serv- 
icing of fuels. There are two basic types of into-plane service contracts. The 
first type covers servicing of Air Force owned fuels. Under such contracts the 
contractor may be located on an Air Force owned base or at a commercial field. 
Such contractors will report to the Fuels and Chemicals Section, Air Materiel 
Command. Under such contracts the contractor will submit reports required by 
Headquarters, Air Materiel Command, and the transactions reflected by the re- 
ports will be recorded by the central accounting office. Base level records will 
not be affected by these transactions. 

(h) The second type of into-plane service contract covers the servicing of 
contractor-owned fuel. When the contractor issues fuel, the Stock Fund pur- 
chases the fuel and at the same time sells it to the airplane that was serviced. 
Each such contractor will submit monthly reports and invoices directly to the 
Central Accounting Office, together with supporting documents for all transac- 
tions. These transactions will be recorded by the Central Accounting Office. 
Base level records will not be affected by these transactions. 

(i) Local purchase of aviation fuels are made in emergency situations by Air 
Force pilots on AF Form 15. Aviation fuels are also obtained from Navy, Army, 
Marines, and other Government installations. The practice of alloting funds 
to bases for payment of local purchases of aviation fuel will be discontinued. All 
vendors will be instructed to submit their invoices to the Central Accounting 
Office for payment. The Central Accounting Office will record all such transac- 
tions Base level records will not be affected by local purchases transactions. 
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(j) Other Stock Fund transactions that will be recorded and handled by the 
Central Accounting Office at AMC are as follows: 

(1) Accrual and payment of all transportation charges. 

(2) Approval and recording of invoices for analyses of fuel samples. 

(3) Approval and recording of invoices for storage of fuels in contract 
terminals. 

(4) Payment of invoices for costs of rerefining used oil 

* * + . + * ~ 


CHAPTER 3 


AUTHORIZED ISSUES AND STANDARD PRICES 
1. General 


(a) Issues of aviation fuel may be made to the following agencies as a 
routine matter: 

(1) United States Air Force aircraft. 

(2) Army, Navy, Marine Corps, Coast Guard, and other United States Govern- 
ment aircraft. 

(3) Royal Canadian Air Force and Navy. 

(4) U.N. aircraft. 

(b) Issues to USAF aircraft include Air National Guard and Air Reserve air 
craft and are charge issues. 

(c) Issues to Army, Navy, Marine Corps, and other United States Government 
aircraft are reimbursable issues. 

(d@) Issues to Canadian Air Force and Navy aircraft are reimbursable issues 
and are handled through the RCAF—USAF exchange account 

(e) Reimbursable issues of aviation fuel also may be made on a credit basis to 
the following aircraft under the circumstances noted : 

(1) Commercial, contract, or charter aircraft upon presentation of proof by 
the aireraft commander that he is authorized to obtain fuel and oil from the 
Air Force for credit. In the case of single-or multiple-trip charter carriers, in 
addition to the above, the commander or pilot of the aircraft must furnish the 
Commercial Air Freight (CAFM) or Commercial Air Movement (CAM) number. 
Aircraft operating outside the continental limits of the United States will furnish 
the CAFMX or CAMX numbers. Where refueling services are available from 
commercial sources at any base, aircraft or charter carriers will not be refueled 
from Air Force stocks or by Air Force personnel. 

(2) Other commercial aircraft only if approval has been obtained in accord- 
ance with AFR 87-7 and AFR 55-20. 

(3) Foreign military or state aircraft upon arrival of the theater commander 
for overseas issues or if approval has been obtained in accordance with AFR 
87-7 for ZI issues. 

(f) All other issues will be made only in cases of emergency. The quantity of 
aviation products to be furnished will be determined by the commanding offcer 
of the installation based upon minimum safe flight requirements to the nearest 
private airport. These issues will be made on a cash sale basis only. 

* > 7 * + e * 
8. Pricing 

(a) Inventories will be carried at standard prices and issues will be recorded 
at the same standard prices. The same standard prices will apply to bulk issues 
and into-plan issues. 

(b) Issues to certain customers are subject to one or more separate surcharges. 
The sales prices and surcharges applicable to all classes of issues are indicated 
by an X in the following tabulation: 


Reavtand | 3 percent ad- 15 percent 
Issues to Se ministrative | handling 
oo surcharg surcharg 
(1) Air Force activities (including civil or commercial aircraft 
under Air Force operational control and operated by Air 
Force crews X 
(2) Army, Navy, and other United States Government agen- 
cies X 
(3) Emergency rescue operations X 
(4) Foreign—military and state (including Canada X X 
(5) Commercial users (in no case charge less than the local fair 
market price) X X xX 
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(ec) In the event of issues to commercial users, the computation of the sales 
price will be made as follows: 

(1) Multiply standard price times quantity of fuel sold. 

(2) Multiply the result of (1) by 3 percent. 

(3) Add the results of (1) and (2). 

(4) Multiply the result of (3) by 15 percent. 

(5) Add the results of (3) and (4). 

(6) Determine local fair-market price. 

(7) The final selling price is the greater of the figures obtained by steps (5) 
and (6). 





Exuipit B 
CHARTER FOR AVIATION FUELS DIVISION, AIR Force Stock FUND 


I, AUTHORITY 


Under the authority contained in title IV (section 405) of the National Se 
curity Act amendments of 1949 (Public Law 216), S8ist Congress, and such 
regulations as may be issued pursuant thereto by the Secretary of Defense and 
implementing directives that may be issued by the Secretary of the Air Force, 
the Aviation Fuels Division, Air Force Stock Fund, is hereby established to 
begin operations effective immediately. 


II, PURPOSE 


To provide a revolving fund of working capital to finance inventories of avia- 
tion fuel and lubricants for sale to authorized purchasers. 


Ill. MANAGEMENT 


Under the direction of the Secretary of Defense, the Secretary of the Air Force 
has primary responsibility for the administration and management of the Avia- 
tion Fuels Division, Air Force Stock Fund. Delegation of such responsibilities 
by the Secretary of the Air Force shall be attached as an addendum to this 
charter 

IV. FUNCTIONS AND RESPONSIBILITIES 


Subject to Department of Defense policy, the responsibilities of the Secretary 
of the Air Force, with respect to operations of this stock fund division, shall in- 
clude, but not be limited to 

(a) Management of the fund in such a manner as will obtain optimum 
use of stock fund capital with minimum stock inventories ; 

(0) Formulation and implementation of policies and operating procedures 
as required ; 

(c) Preparation and submission for approval and review of financial plans 
of operation ; 

(d@) Administration of funds made available for operation; 

(e) Maangement of acquisition, storage, control, and distribution of in- 
ventories ; 

(f) Maintenance of required accounts and records; 

(9g) Preparation of required quantity, financial, and statistical reports 
and statements; 

(h) Establishment of prices for items carried in the Aviation Fuels 
Division and promulgation of price lists, bulletins, and schedules. 

The Secretary of the Air Force may, at his discretion, delegate performance 
of functions or operations of the Aviation Fuels Division of the Air Force Stock 
Fund. 

Vv. FINANCING OF OPERATING EXPENSES 


All administrative and operating expenses which are not authorized for in- 
clusion in the stock-fund standard-price formula prescribed by the Secretary of 
Defense shall be budgeted for and charged directly to appropriations made avail- 
able for this purpose to the Department of the Air Force. 


VI. PRICING 


Stock-fund items shall be priced in accordance with principles and policies 
prescribed by the Secretary of Defense with exceptions noted under section XI. 


TITLE IV, NATIONAL SECURITY ACT, 1947 233 


VII. ACCOUNTING AND AUDITING 


Subject to the approval of the Secretary of Defense, the Secretary of the Air 
Force shall establish an accounting system for the Aviation Fuels Division, Air 
Force Stock Fund. The accounts of the Aviation Fuels Division shall be audited 
in accordance with instructions issued by the Secretary of the Air Force. 


VIII. INVENTORIES 


All stocks of aviation fuels and engine oils, Air Force property class 06—-A 
wherever located worldwide before issue for use will be included in the Aviation 
Fuels Division, Air Force Stock Fund. 


IX. AUTHORIZED PURCHASERS 


Authorized purchasers of aviation fuels and engine oils acquired, stored and 
issued by the Aviation Fuels Division, Air Force Stock Fund, include the De- 
partment of the Air Force, other military departments and Government agencies 
and such parties as may be authorized by competent authority in accordance with 
law and subject to such regulations as may be issued by the Secretary of Defense 
and the Secretary of the Air Force. 


X. INITIAL WORKING CAPITAI 


Working capital required to finance the initial operation of the Aviation Fuels 
Division, Air Force Stock Fund shall be provided by— 

(a) Cash, by alloeation from the Air Force Stock Fund to the Aviation 
Fuels Division ; 

(b) The value of inventories of all aviation fuel and engine oil in Air Force 
property class 06—-A on hand or in transit worldwide as of July 1, 1953; 

(c) The value of aviation fuel and engine oil on order and undelivered as 
of July 1, 1953, which has been obligated under and will be paid for from an- 
nual appropriations for fiscal year 1953 or prior years. 


XI. EXCEPTIONS TO APPROVED POLICIES FOR STOCK FUND PRICING 


In addition to the approved elements of cost prescribed by the Department of 
Defense for inclusion in stock-fund standard prices, the Aviation Fuels Division 
will pay the following elements of cost from the stock fund a.icd include them in 
the standard price of items: 

(a) Service costs for into-plane service contracts ; 
(b) Service costs for terminal storage; and 
(c) Service costs for drumming bulk products. 

Recommended : 

(Signed) H. LEE WHITE, 
issistant Secretary of the Air Force. 

For and in the absence of 

Haroip E. Tarsort, 
The Secretary of the Air Force. 
Approved : 
(Signed) W.J. McoNptrt, 
Assistant Secretary of Defense (Comptroller). 
Date: JUNE 26, 1953. 





ExHrsit C 
AMC REGULATION No. 20-17 


HEADQUARTERS, AtR MATERIEL COMMAND, 
WRIGHT-PATTERSON Arr Force BASE, 
November 18, 1953. 
ORGANIZATION—GENERAL 


Assignment of authority for administration and management of the Air Force 
stock fund—Aviation Fuels Division 
1. Purpose.—This regulation assigns operational authority and responsibility 
now vested in the commander, AMC, by the Chief of Staff, United States Air 
Force, to the Commander, MAAMA, with respect to the Air Force Stock Fund— 
Aviation Fuels Division. 
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2. Assignment of authority—The Commander, MAAMA, is responsible for 
administration and operational management of the Air Force Stock Fund— 
Aviation Fuels Division. Staff supervision and interpretation and dissemi- 
nation of policy as established by Headquarters USAF will remain with the com- 
mander, AMC. 

3. Limitations —The exercise of authority assigned herein will be limited to 
the extent set forth in current and future applicable regulations published by 
Headquarters, AMC, 

By order of the commander: 

NEAL J. O'BRIEN, 
Colonel, USAF, Adjutant. 
Distribution: E 
AF WP-O 24 Noy 53 1655. 





ExHipit D 
AMC REGULATION No. 21-23 


HEADQUARTERS, ATR MATERTEL COMMAND, 
WriIGHT-PATTERSON AIR Force BASE, 
October 12, 1953. 


ORGANIZATION— AIR MATERIEL AREAS USAF POL ACCOUNTING DIVISION COMPTROLLER * 


(This regulation supersedes AMCR 27-203, 23 Jun 53.) 

1. Mission.—Provide the United States Air Force with accounting services for 
the Air Force Stock Fund—aAviation Fuels Division by directing and operating 
a worldwide double-entry accounting system for the purchase, receipt, storage, 
handling, and issue of all aviation fuels and oils used and/or owned by the 
United States Air Force. 

2. Functions.—The United States Air Force Pol Accounting Division will 
(11,300.1 ) 

(a) Develop and recommend to headquarters AMC accounting policies and 
procedures including operational changes thereto incident to the United States 
Air Force Pol working-capital fund administration. 

(b) Review, evaluate, interpret, and disseminate accounting policy and pro- 
cedures received from headquarters AMC. 

(c) Provide operating management with guidance relative to the administra- 
tion and operation of the Aviation Fuels Stock Fund. 

(d) Supervise, direct, and operate accounting systems for controlling the 
Air Force Aviation Fuels Stock Fund and for processing invoices, contracts, and 
related documents pertaining to the purchase of fuels and other services con- 
nected with fueling operations, and to effect reimbursements to the Air Force 
POL stock fund. 

(e) Evaluate and interpret installation trial balances for conformance with 
accounting requirements and compliance with accounting directives and in- 
structions. 

(f) Maintain the central accounting office general ledger and books of original 
entry to record transactions relating to procurement. 

(7) Design, prepare, consolidate, and submit periodical and special accounting 
reports, financial statements, and approved accounting operational changes. 

(i) Develop factors for utilization in the preparation of the financial plan for 
the Air Force Aviation Fuels Stock Fund. 

(i) Prepare and submit, with the assistance of the supply activity, financial 
plans. 

(7) Maintain continual analysis of current and projected operations of activi- 
ties which are financed through assigned fund technique for the purpose of 
measuring the progress against established financial objectives, determining 
areas where financial reprograming may be desirable or effected, and insuring 
that the stability and integrity of the Aviation Fuels Stock Fund is not jeo- 
pardized, and initiate action when indicated. 

(k) Provide staff or operating organizations with financial interpretation re- 
flecting the status of the Aviation Fuels Stock Fund. 

(7) Formulate and establish methods and techniques for correlating financial 
resources with operating plans; develop financial operating plans and proced- 


\t MAAMA only 
AF WP-O 16 Oct 53 1560 
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ures to insure adequate data for analysis of current financial status and program 
progress. 

(m) Analyze and verify accounts maintained, prepare summarizations of 
findings, and recommend corrective action. 

By order of the commander : 

NEAL J. O'BRIEN, 
Colonel, USAF, Adjutant. 
Distribution: E. 





EXHIBIT E 
Ark Force REGULATIONS No. 67-53 


DEPARTMENT OF THE AIR FORCE, 
Washington, November 2, 1951. 


. 
SUPPLY 
/ssues, sales, and purchases of petroleum products 
* * * * * * + 
: 1. Purpose—This regulation prescribes the procedures to be followed by Air 
Force activities in the issue, sale, or purchases of petroleum products. 
ee * * x * * . 


4. Issue and Sale, Aviation Products.— 
- * * * 7 oo 


’ 


e. Sales to civil and/or commercial aircraft, domestic or foreign (except as in 
g and h below) : 

(1) This regulation authorizes sales of aviation products to civil and/or 
commercial aircraft for cash in an emergency where such products are required 
in order that the aircraft may continue on its course to the nearest airport 
operated by private enterprise. The quantity of aviation products furnished to 
the operators of aircraft will be determined by the commanding officer of the 
installation concerned, based upon minimum safe flight requirements. 

(2) Cash sales may be made to civil and/or commercial aircraft when an 
approved Air Force form 33, “Aircraft Permit To Use USAF Bases Overseas,” 
the space “Authorized Supplier” of which indicates “NONE,” is presented by 
the aircraft commander at an Air Force base in the area where the required 
fuel is not available from local commercial sources. (See AFR 87-17, now in 
process of publication.) 

(3) Credit sales may be made to civil and/or commercial aircraft when an 
approved Air Force form 33 indicating an authorized supplier is presented by 
the aircraft commander. (See AFR 87-17 now in process of publication. ) 

(4) Credit sales may be made to civil or commercial operators in oversea 
areas who have established a monetary credit with the Air Force, against 
which such sales may be charged, provided that an approved Air Force form 33, 
authorizing landings at Air Force bases where required fuel is not available 
from local commercial sources, has been issued. (See AFR 87-17, now in 

° process of publication. ) 

(5) Sales of Government-owned products serviced by commercial service 
contractors are authorized when the contractor and the Air Force have en- 
tered into agreement regarding reimbursement, sales may be made by the con- 
tractor to other than designated aircraft as specifically provided for under the 

’ q terms of the contract or agreement. 

(6) Pricing will be computed as follows: 

(a) Take the into-plane price indicated in attachment 1 as the basic price. 

(b) Add 15 percent of (a) above for handling charges. 

(c) Add an administrative charge of 3 percent of total price established 
through (b) above. 

(d) Add to total price through (c) above all taxes, duties, and fees in accord- 
ance with paragraph 10. 

(e) In no case will the end price be less than the prevailing local fair market 
price. If prevailing market prices are used, the following statement will appear 
on all copies of issue documents: “Prevailing local market prices applied.” 


« * * * * * * 
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2. Assignment of authority—-The Commander, MAAMA, is responsible for 
administration and operational management of the Air Force Stock Fund— 
Aviation Fuels Division. Staff supervision and interpretation and dissemi- 
nation of policy as established by Headquarters USAF will remain with the com- 
mander, AMC. 

3. Limitations.—The exercise of authority assigned herein will be limited to 
the extent set forth in current and future applicable regulations published by 
Headquarters, AMC. 

By order of the commander: 

NEAL J, O'BRIEN, 
Colonel, USAF, Adjutant. 
Distribution: E 
AF WP-O 24 Nov 53 1655. 





ExHisit D 
AMC REGULATION No. 21-23 


HEADQUARTERS, ATR MATERIEL COMMAND, 
WriGHt-PaTrerson AIR Force BASE, 
October 12, 1953. 


ORGANIZATION AIR MATERIEL AREAS USAF POL ACCOUNTING DIVISION COMPTROLLER * 


(This regulation supersedes AMCR 27-208, 23 Jun 53.) 

1. Mission.—Provide the United States Air Force with accounting services for 
the Air Force Stock Fund—aAviation Fuels Division by directing and operating 
a worldwide double-entry accounting system for the purchase, receipt, storage, 
handling, and issue of all aviation fuels and oils used and/or owned by the 
United States Air Force. 

2. Functions.—The United States Air Force Pol Accounting Division will 
(11,300.1) 

(a) Develop and recommend to headquarters AMC accounting policies and 
procedures including operational changes thereto incident to the United States 
Air Force Pol working-capital fund administration. 

(b) Review, evaluate, interpret, and disseminate accounting policy and pro- 
cedures received from headquarters AMC. 

(c) Provide operating management with guidance relative to the administra- 
tion and operation of the Aviation Fuels Stock Fund. 

(¢@) Supervise, direct, and operate accounting systems for controlling the 
Air Force Aviation Fuels Stock Fund and for processing invoices, contracts, and 
related documents pertaining to the purchase of fuels and other services con- 
nected with fueling operations, and to effect reimbursements to the Air Force 
POL stock fund. 

(e) Evaluate and interpret installation trial balances for conformance with 
accounting requirements and compliance with accounting directives and in- 
structions 

(f) Maintain the central accounting office general ledger and books of original 
entry to record transactions relating to procurement. 

(7) Design, prepare, consolidate, and submit periodical and special accounting 
reports, financial statements, and approved accounting operational changes. 

(i) Develop factors for utilization in the preparation of the financial plan for 
the Air Force Aviation Fuels Stock Fund. 

i) Prepare and submit, with the assistance of the supply activity, financial 
plans. 

(7) Maintain continual analysis of current and projected operations of activi- 
ties which are financed through assigned fund technique for the purpose of 
measuring the progress against established financial objectives, determining 
areas where financial reprograming may be desirable or effected, and insuring 
that the stability and integrity of the Aviation Fuels Stock Fund is not jeo- 
pardized, and initiate action when indicated. 

(k) Provide staff or operating organizations with financial interpretation re- 
flecting the status of the Aviation Fuels Stock Fund. 

(7) Formulate and establish methods and techniques for correlating financial 
resources With operating plans; develop financial operating plans and proced- 


At MAAMA only 
AF WP-O 16 Oct 53 1560 
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ures to insure adequate data for analysis of current financial status and program 
progress. 

(m) Analyze and verify accounts maintained, prepare summarizations of 
findings, and recommend corrective action. 

By order of the commander : 

NEAL J, O'BRIEN, 
Colonel, USAF, Adjutant. 
Distribution: E. 


Exuisit E 
ArR Force REGULATIONS No. 67-53 


DEPARTMENT OF THE AIR FORCE, 
Washington, November 2, 1951. 
SUPPLY 


Issues, sales, and purchases of petroleum products 
1% * * * * + * 


1. Purpose.—This regulation prescribes the procedures to be followed by Air 
Force activities in the issue, sale, or purchases of petroleum products. 
x + « x * + > 


4. Issue and Sale, Aviation Products.— 
* * * * * * 7 


e. Sales to civil and/or commercial aircraft, domestic or foreign (except as in 
g and h below) : 

(1) This regulation authorizes sales of aviation products to civil and/or 
commercial aircraft for cash in an emergency where such products are required 
in order that the aircraft may continue on its course to the nearest airport 
operated by private enterprise. The quantity of aviation products furnished to 
the operators of aircraft will be determined by the commanding officer of the 
installation concerned, based upon minimum safe flight requirements. 

(2) Cash sales may be made to civil and/or commercial aircraft when an 
approved Air Force form 33, “Aircraft Permit To Use USAF Bases Overseas,” 
the space “Authorized Supplier” of which indicates “NONE,” is presented by 
the aircraft commander at an Air Force base in the area where the required 
fuel is not available from local commercial sources. (See AFR 87-17, now in 
process of publication.) 

(3) Credit sales may be made to civil and/or commercial aircraft when an 
approved Air Force form 33 indicating an authorized supplier is presented by 
the aircraft commander. (See AFR 87-17 now in process of publication.) 

(4) Credit sales may be made to civil or commercial operators in oversea 
areas who have established a monetary credit with the Air Force, against 
which such sales may be charged, provided that an approved Air Force form 33, 
authorizing landings at Air Force bases where required fuel is not available 
from local commercial sources, has been issued. (See AFR 87-17, now in 
process of publication. ) 

(5) Sales of Government-owned products serviced by commercial service 
contractors are authorized when the contractor and the Air Force have en- 
tered into agreement regarding reimbursement, sales may be made by the con- 
tractor to other than designated aircraft as specifically provided for under the 
terms of the contract or agreement. 

(6) Pricing will be computed as follows: 

(a) Take the into-plane price indicated in attachment 1 as the basic price. 

(b) Add 15 percent of (a) above for handling charges. 

(c) Add an administrative charge of 3 percent of total price established 
through (b) above. 

(d) Add to total price through (c) above all taxes, duties, and fees in accord- 
ance with paragraph 10. 

(e) In no case will the end price be less than the prevailing local fair market 
price. If prevailing market prices are used, the following statement will appear 
on all copies of issue documents: “Prevailing local market prices applied.” 


* +’ * »~ * * * 
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g. Contract, charter, and common carriers: 

(1) Contract carriers : The commander or pilot of civil and/or commercial air- 
craft operating under contract to and under operational control of the Air Force 
must present proof or such contract to the issuing agency. 

(a) Sales to contract carriers of Air Force-owned products serviced by Air 
Force personnel or by commercial contractor will be made at into-plane prices 
indicated in attachment 1. 

(b) Sales to contract carriers of contractor-owned product serviced by con- 
tractor personnel] will be made at the contractor’s invoice price. 

(ec) Aircraft operating under such contracts are classed in the same category 
as Air Force-assigned aircraft insofar as petroleum supply is concerned and will 
be rendered service worldwide. 

(d) Reimbursement for such issues will be effected by Headquarters, Air 
Material Command. LCocuments will be forwarded to the commanding general, 
Air Materiel Command, Wright-Patterson Air Force Base, attn: MGMSQM31, 
Dayton, Ohio. 

(2) (Changed by AFR 67-53A, June 4, 1952.) 

Single- or multiple-trip charter carriers: The commander or pilot of civil 
and/or commercial aircraft operating under charter to but not under operational 
control of the Air Force will, prior to servicing, present an identification certifi- 
cate bearing the following information: “___-_~- airline aircraft No, _--.------_- si 


BiG CROrIe? EO TMS .cccdcaccenwcun - la Eat hina nat cal cations Sina pil on 
(USAF) (U.S. Army) 


commercial air freight movement (CAFM) commercial air movement (CAM), 
a wii MII: Secs ccdgsiat san AAI cil petites ass 
(Origin) (Destination ) (Date) (Date) 

is authorized refueling service at Air Force bases on a reimbursable basis.’ 
Aircraft in this category operating outside the continental limits of the United 
States will be given CAFMX or CAMX numbers. 

(a) Sales to charter carriers of Air Force products serviced by Air Force 
personnel or by commercial contractors will be made on a reimbursable basis at 
into-plane prices computed as follows: 

1. Take the into-plan price indicated in attachment 1 as the basic price. 

2. Add 15 percent of 1 above for handling charges. 

3. Add an administrative charge of 3 percent of total price established through 
2 above. 

4. Apply taxes, duties, and fees as indicated in paragraph 10. 

5. In no case will the end price be less than the prevailing local fair market 
price. If prevailing market prices are used, the following statement will appear 
on all copies of issue documents: “Prevailing local market prices applied.” 

6. Determination of the prevailing local fair market prices is the responsibility 
of the base commander. 

7. Reimbursement for such issues will be effected by Headquarters, Air Ma- 
teriel Command. Documents will be forwarded to the commanding general, 
Air Materiel Command, Wright-Patterson Air Force Base, attn: MCMSQM31, 
Dayton, Ohio. 

(b) (Changed by AFR 67-—53A, June 4, 1952.) 

Where product is contractor owned and serviced, these carriers will deal di- 
rectly with contractor. Where refueling services are available from commercial 
sources at any base, aircraft of charter carriers will not be refueled from Air 
Force stocks or by Air Force personnel. 

(3) Common carriers: Commercial aircraft operating as common carriers 
hauling Government property on Government or commercial bill of lading 
will be furnished only emergency supplies of fuel and oil as outlined in (e) 
ubove. 

(4) Identification: Aircraft operating under charter or contract will carry 
aboard the aircraft either a copy of the contract or other proof of contract 
signed by the contracting officer. 

~ * > > > * . 


Setesenrsicnnay OE antaienianey 


’ 


* 
= 


i. Bailment aircraft: 

(1) United States Government owned aircraft on bailment to commercial 
agencies will be issued fuel under the applicable provisions of (e) above. 

(2) Aircraft, not the property of the Air Force, which are in possession of 
and under the control of the Air Force as result of bailment, will be issued 
product in accordance with (a) (2) above. 

* > * . a * . 


(5) Procedures, cash and credit sales: 
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(a) Cash sales: 

(1) Payment for all sales will be made in United States authorized 
currency. 

(2) All sales will be listed on AF form 104C, USAF requisition and 
shipping document, with unit prices extended and totaled and with the 
grand total cost of such complete transaction indicated thereon. 

(3) The base operations officer or his authorized representative will 
certify to the receipt of cash on the face of the AF form 104C. 

(b) Credit sales (applicable to oversea bases only). 

Upon presentation of an approved AF form 33 indicating authorized sup- 
plier by the aircraft commander, the case commander may issue aviation 
products on a credit basis. AF form 446, issue slip, will be accomplished fully 
with pricing as set forth in paragraph 4e (6), and the receipt of such products 
will be acknowledged by the aircraft commander. 

The original and two copies of the AF form 446, all signed, will be attached 
to AF form 104C and forwarded to the commanding general, Air Materiel 
Command, Wright-Patterson Air Force Base, attention: MCMSQM 31, Dayton, 
Ohio. Upon receipt of the documents, Air Materiel Command will effect proper 
billing to the company designated on the AF form 33. 

7 * + * + 7 * 

8. Reimbursement procedures, aviation products— 

e. Where a commercial contractor services Air Force product or contractor 
product, Headquarters, Air Materiel Command, will initiate reimbursement. 

f. Commanding general, Air Materiel Command, will take action to effect 
reimbursement on items processed through the USAF-RCAF suspense account 
as applicable. 

* * * . + + 7 

By order of the Secretary of the Air Force: 

Hoyt S. VANDENBERG, 
Chief of Staff, United States Air Force. 

Official : 

K. E. THIEBAUD, 
Colonel, USAF, Air Adjutant General. 

Three attachments: 

1. Aviation products 

2. Ground products 

3. Sample AF form 204 

Distribution: D. 





BPxuisit F 


Arr Force REGULATION No. 87-7 


DEPARTMENT OF THE AIR ForRCE, 
Washington, July 27, 1958. 


REAL ESTATE 


Use of Air Force installations by other than Air Force aircraft 


. 2 a . * . 
6. Procedure.— 
* . + ” . a s 


k. Contract and charter carriers. These aircraft may be permitted to use 
Air Force installations when identified by certificate issued by the contracting 
agency, subject to the following conditions: 

(1) When a contract is executed on behalf of the United States Govern- 
ment with a contract carrier for an airlift of cargo or passengers, the office 
negotiating the contract will request the director of installations, Head- 
quarters USAF, to issue the necessary authorization for landings at Air 
Force installations under the provisions of this regulation. Landing fees 
will not be charged. 

(2) When the services of a charter carrier are utilized by the United 
States Government, the office issuing the charter will request the director 
of installations, Headquarters USAF, to issue the necessary authorization 
for landings at Air Force installations under the provisions of this regula- 
tion; landing fees will not be charged. 











238 TITLE IV, NATIONAL SECURITY ACT, 1947 


(3) Petroleum products may be furnished to contract and charter carriers 
in accordance with AFR 67-53. 
* * * 

13. Supplies and services 

a. Commanders of Air Force installations may sell supplies and services: 

(1) To the operator of civil aircraft providing services to the United 
States Government, for cash in ZI and for cash or credit overseas. 

(2) To the operators of aircraft (unless used for commercial purposes) 
owned or operated by agencies of the United States Government, States, 

Territories, or foreign governments, for cash in ZI and for cash or credit 
overseas. 

(3) In an emergency, to the operators of any civil aircraft for cash. 
Emergency services and supplies will be furnished only to the extent re- 
quired for the aircraft to reach the nearest commercial airport. 

b. Commanders will establish rates to be charged for services furnished at , ‘ 
Air Force installations in accordance with current directives. These rates will 
not be lower than local rates for similar services. 

c. Petroleum products will be sold in accordance with AFR 67-53. 

d. Emergency supplies will be sold at the local fair market price or at a 
price computed as follows, whichever is higher: 

(1) Determine basic cost including cost of transportation to the instal- 
lation. 

(2) Add 15 percent of (1) above for handling charges. 

(3) Add 3 percent of total of (1) and (2) above for administrative charges. 
Subject to the provisions of this regulation the sale of supplies overseas 
will be in accordance with AFM 67-1. 

* * * * * * a 

By order of the Secretary of the Air Force: 
N. F. TwInine, 

Chief of Staff, United States Air Force. 

Official : 
K. E. THIEBAuD, 

Colonel, USAF, Air Adjutant General 


Distribution: E; F. 





ExHIsBItT G 


DEPARTMENT OF DEFENSE NEGOTIATED CONTRACT 
Department of the Air Force, Contract No. AF 33(600)—26383 
Issuing office 
Headquarters, Air Materiel Command 
Department of the Air Force (USAF) Wright-Patterson Air Force Base, 
Ohio. 


Contractor 
Overseas National Airways, Inc., 291 Geary Street, San Francisco 2, Calif. 
Contract for Air Transportation Services, $1,039,937.86. 
Appropriation and other administrative data: 
AF 33 (600)-26383 with Overseas National Airways, Inc. 
Direct citation of funds from headquarters, MATS 5743400 465-4700 
P433.4-07 S490605, $1,039,937.86. 
Type of contract: Fixed price with cost feature payments will be made by the : ; 
finance officer, Headquarters, Military Air Transport Service, Andrews Air Force 
Base, Washington 25, D. C. 
Vouchers shall be made out to the finance officer and mailed in accordance 
with the instructions received from the contracting officer assigned to admin- 
ister the contract 
Buying assistant: Robert W. Yates, MCPPMC. 
Writer: Lt. Maurice R. Roche, MCPPMC. 
Administrative office: Headquarters, Military Air Transport Service, Andrews 
Air Force Base, Washington 25,D.C. The contracting officer administering this 
contract shall be designated by the commander, MATS. * 
This definitive contract supersedes letter contract AF 33 (600) 26371 dated 
October 31, 1953. 
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This negotiated contract is entered into pursuant to the provisions of section 
2 (c) (1) of the Armed Services Procurement Act of 1947 (Public Law 418, 
80th Cong.), and any required determination and findings have been made. 

This contract is entered into as of November 23, 1953, by and between the 
United States of America, hereinafter called the Government, represented by 
the contracting officer executing this contract, and Overseas National Airways, 
Inec., a corporation organized and existing under the laws of the State of Dela- 
ware, hereinafter called the contractor. The parties hereto agree that the con 
tractor shall furnish and deliver all the supplies and perform all the services 
set forth in the attached schedule, for the consideration stated therein 


SCHEDULE 


* * * . * 
Part IV. Government furnished property, facilities, and services 
* oe * A * x * 

©. The contractor may purchase aviation fuel and petroleum products at mili- 
tary installations at standard Air Force stock prices as set forth in AFM 67-4, 
chapter 3, paragraphs 3b (1) and 3e as said manual may be amended from time 
totime. The contractor will not deviate from the shortest route over established 
airways for the primary purpose of obtaining military fuel and petroleum 
products 


a 
GENERAL PROVISIONS 


(Nonpersonal services contract) 
* ” 2 * » ° * 


17. Termination for the convenience of the Government.—(a) The perform 
ance of work under this contract may be terminated by the Government in ae 
cordance with this clause in whole, or from time to time in part, whenever the 
contracting officer shall determine that such termination is in the best interests 
of the Government. Any such termination shall be effected by delivery to the 
contractor of a notice of termination specifying the exent to which performance 
of work under this contract is terminated, and the date upon which such termina- 


tion becomes effective. 
* * + * * * 


(ht) In arriving at the amount due the contractor under this clause there shall 
be deducted (1) all unliquidated advance or other unliquidated payments on 
account theretofore made to the contractor, (2) any claim which the Government 
may have against the contractor in connection with this contract, and (3) the 
agreed price for, or the proceeds of sale of, any materials, supplies, or other 
things acquired by the contractor or sold, pursuant to the provisions of this 
clause and not otherwise recovered by or credited to the Government. 

* aK + t a * * 


25. Inspection and audit.—(a) The contractor agrees that its books and rec- 
ords and its plant, or such parts thereof as may be engaged in the performance 
of this contract shall at all reasonable times be subject to inspection and audit 
by any authorized representative of the department. 

(b) The contractor shall cause a like provision to be included in all sub- 
contracts hereunder. 

26. Examination of records.—(a) The contractor agrees that the Comptroller 
General of the United States or any of his duly authorized representatives 
shall, until the expiration of 3 years after final payment under this contract, 
have access to and the right to examine any directly pertinent books, documents, 
papers, and records of the contractor involving transactions related to this 
contract. 

e * 
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ExuHIsBIt H 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS, UNITED STATES AIR FORCE, 
Washington 25, D. C., August 19, 1953. 
Subject : Contract and charter carriers, Aviation Fuels Division, Air Force Stock 
Fund, accounting instructions No. 9. 
To: Commander, Military Air Transport Service, Andrews Air Force Base, 
Washington 25, D. C. 

1. Considerable difficulty has been experienced in connection with the pricing 
and billing for aviation fuel issues to the subject carriers. In order to elimi- 
nate these difficulties as much as possible, a refueling certificate in the form 
attached wil] be required for all such flights subsequent to August 31, 1953. The 
issuing transportation officer will be responsible for making one copy of the 
appropriate certificate for each flight available to the contract or charter carrier 
together with the required copies of the transportation requests or Government 
bills of lading. The certificate will be made avaiiable to the carriers for presen- 
tation to petroleum officers. Charter carrier certificates will then enable petro- 
leum officers to determine the appropriate price to be charged for fuel issued in 
accordance with existing instructions contained in AFMSS-FM messages 
ALMAJCOM 451/52 dated November 10, 1952. Presentation of the contract car- 
rier certificate provides the petroleum officer with the required authority for 
making the issue. Both charter and contract carrier certificates should be 
returned to the aircraft for subsequent use. 

2. The issue date and approximate termination date provide the petroleum 
officers with a measure of administrative control to insure that the appropriate 
certificate is presented for the particular flight. The issuing transportation 
officers must be very careful to list all bases at which refueling is authorized 
on charter-carrier certificates. This will insure that the standard price plus 3 
percent plus 15 percent will be used for charter carriers rather than the standard 
price or the fair market price, whichever is higher, which applies to issues at 
bases where refueling services are not authorized. Contract carriers will be 
charged with standard price, as amended, in accordance with page 17 of AFM 
67-4. It will not be required, however, that the aircraft of contract carriers 
he operated by Air Force crews as stated in AFM 67-4. 

3. Action will be taken to insure that the petroleum officer, transportation 
officer, and comptroller’s office of each base and installation under your com- 
mand receive copies of this letter and the attached certificates at the earliest 
possible date. Authorization is hereby given to locally reproduce the attached 
certificates. 

By order of the Chief of Staff: 

WALTER I. MILLER, 
Brigadier General, United States Air Force, Director of Accounting. 
DCS/Comptroller, 


Two enclosures: Certificates. 
ENCLOSURE No. 1 
("HARTER CARRIER 


REFUELING CERTIFICATE 
Issue date 
Approximate termination date_ 


Airlines Aircraft No. _._. under charter 
on Commercial Air Freight Movement CAFM and CARM(X) Commercial Air 
Movement (CAM) and CAM (X). No. __. from to Sahai 
(Origin) (Destination ) 


is authorized refueling service at the above Air Force bases and those, if any, 
listed below on a reimbursable basis at the standard price plus overhead for 
handling and administration. 


(Issuing transportation officer, name, 
rank, title, and command) 


a 





ane 


TITLE IV, NATIONAL SECURITY ACT, 1947 241 


ENCLOSURE No, 2 
CONTRACT CARRIER 


rRIP REFUELING CERTIFICATE 


TeNGe GRO: —.usn2es 

Approximate termination date & 
‘ ; Airlines Aircraft No, _.--..--.--. under - . een 

(Command) 
Contract No. ___- __ is authorized refueling service at Air Force bases on a 
reimbursable basis at standard prices. This flight is under the operational con- 
trol of the USAF and is proceeding to ‘ _ and will terminate at 


(Enter all stops) 


(Final destination) 


(Issuing transportation officer, name, 
rank, title, and command) 


EXHInir I 
MCCAR/C. E. Floyd/ep /54216 


HrADQUARTERS, AIR MATERIEL COMMAND, 
WRIGHT-PATTERSON AIR FORCE BASE, OHIO, 
January 6, 1954. 
Subject: Delinquent accounts receivable 
To: Commander, Middletown Air Materiel Area, USAF POL Accounting Divi- 
sion, Comptroller, ATTN : MACO, Olmsted Air Force Base, Middletown, Pa. 

1. Enclosed are interim instructions, pending inclusion in Air Force manuals, 
which are to be followed in handling delinquent and uncollectible accounts 
receivable. These procedures generally are identical with procedures presently 
being utilized in the handling of accounts receivable other than stock fund. 

2. Existing procedures do not prescribe for notification to the billing office 
hy the General Accounting Office, when an account has been settled. However, 
this is being referred to Hq, USAF for determination and your office will be 
advised when an agreement is reached. 

3. The enclosed procedures should be implemented immediately. 

By order of the commander: 

CHARLES E. FLoyp, 
icting Chief, Working Capital Fund, Accounting Branch, Accounting 
Division, Comptroller, 
One enclosure: Int Actg Pro. 


ACCOUNTING PROCEDURES FOR DELINQUENT ACCOUNTS RECEIVABLI 


1. Delinquent commercial accounts 


(a) Commercial accounts will be kept under constant surveillance in order 
to detect delinquencies as they occur. Accordingly, accounts receivable will be 
aged periodically, preferably at 1l-month intervals so that prompt collection 
action ay be taken in accordance with the following schedule: 

(1) If the account remains unpaid 30 days from the date of billing, a letter 
will be sent to the debtor as a reminder of the delinquency and as a request for 
immediate payment 

(2) If payment is not received within 45 days from date of billing, a second 
letter will be sent to the debtor demanding immediate payment of the liability 

(3) If the second, or demand, letter does not result in payment of the account 
within 60 days from the date of billing, the account will be considered un- 
collectible. 

(4) When the account is declared uncollectible, the central accounting offices 
will determine if there are unpaid amounts due the debtor at the installation. 
If so (unless there has been a valid assignment of claims preventing reduction 
or setoff—see ASPR 7-103.8), a withholding order in amount not to exceed the 
total amount due will be issued to the finance officer who makes payments to 
the debtor on such contracts In the event there are no outstanding amounts 
due the debtor from which the uncollectible amount can be withheld, the ac- 
count in its entirety will be forwarded to Hq, AMC as set forth in the following 


paragraph. 
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2, Uncollectible commercial accounts 


(a) When an account is determined to be uncollectible and after all possi- 
bilities for collecting, as set forth in the preceding paragraph, have been in- 
effective, the account will be forwarded to Hq AMC. The complete file will 
be prepared in quadruplicate and will be forwarded to the Accounting Division 
(MCCABR), Comptroller, Hq AMC. The file will include four copies of all 
contracts, invoices, shipping or issue documents, correspondence, and other 
documents covering the indebtedness. The accounting classification to be 
credited will be indicated on each invoice. No further action will be taken by 
the central accounting offices toward collection of the indebtedness unless re- 
quested to do so. The account will not be deleted from the records of the central 
accounting offices; however, the account will be transferrred from the active 
accounts receivable to a separate suspense account for control purposes. 

(0) A letter of transmittal will be prepared to forward the account and will 
contain any additional information or facts pertinent to the case. 


8. De linquent governme ntal accounts 


(a) Accounts receivable due from other governmental agencies will be con- 
sidered as delinquent accounts if unpaid 6 months after billing date and will 
be handled in accordance with paragraph 51214 of AFM 172-1 (May 1950, re- 


vised ) These accounts will be transferred from active accounts receivable to 
a suspense account pending settlement. 


EXHIBIT J 


HEADQUARTERS, AIR Force FINANCE CENTER, 
SETTLEMENTS DIVISION, 
Denver, Colo., January 19, 1954. 

SEDB-2 (159) General 

Subject: Extension of credit to commercial airlines indebted to the United 

States 
To: Commander, Middletown Air Force Depot. 
(Attention: Aviation Fuel Division, Middletown, Pa.) 

1. Reference is made to the attached copies of letters from the General 
Accounting Office regarding piecemeal reporting of delinquent accounts to that 
Office by this headquarters 

2. In view of the increasing number of uncollectible accounts reported against 
commercial airlines and the continuance of sales on a credit basis subsequent to 
the initial reporting of delinquency, it is felt necessary that some action be taken 
to protect the interests of the Government. 

3. Upon due consideration of the matter the Fuels and Materials Division of 
DCS/m, Headquarters, USAF, has vested with the Air Force Finance Center the 
authority to make the decision as to whether credit sales to such debtors should 
be discontinued when accounts are initially reported to this headquarters as 
uncollectible. 

+. Any information on the subject which you may be able to furnish, or your 
comments on the establishment of a firm policy or procedure to insure that no 
additional credit will be granted in such cases, will be appreciated. 

For the commander: 

G. W. McQUILLAN, 
For H. E. Wrirrrocr, 
Lt. Colonel, USAF, 
Chief, Settlements Division. 
2 Incls: 
1. Cy ltr dt Jul 30 58 
2. Cy itr dt Sep 30 53 
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Unirep STATES GENERAL ACCOUNTING OFFICE, 
Washington 25, July 30, 19538. 
Re: SEDB-2 (159) U. S. Airlines, Inc. (Bankrupt). 
Cont—Z 641517—-MEEB 
The COMMANDING GENERAL, 
Air Force Finance Center, Denver, Colo. 
(Attention: Settlements Division) 

Str: Reference is made to your letter of July 2, 1953, transmitting additional 
delinquent invoices totaling $1,653.40 issued by the Olmsted Air Base, Middle- 
town, Pa., for aircraft fuel and oil furnished the above-named corporation during 
July 1952. 

A review of our file discloses that the original report of indebtedness has been 
amended several times, thereby necessitating several revisions by this Office of 
the amount reported to the debtor as owing to the United States. 

Under date of April 10, 1953, the Department of Justice negotiated an agree- 
ment with U.S. Airlines, Inc., whereby it would liquidate its known indebtedness 
of $18,578.61 at the rate of $300 per month, plus interest. Upon being advised of 
additional debts of $1,251.51, as reported by your office under date of April 6, 1953, 
and $135 due the Army, the corporation stated it assumed that amounts due for 
all supplies furnished through September 1952 were included in the amount 
of $18,578.61 upon which the agreement was based, however, if not, a plan 
would be submitted under which the additional debt would be paid. To date no 
such plan has been furnished; in fact, only one installment under the agreement 
has been received. 

It appears, therefore, that the policy of reporting piecemeal the indebtedness 
of U. S. Airlines, Inc., without any indication that a further amount would be 
reported later, is seriously jeopardizing the possibility of the United States 
collecting any part of the amount due. 

Therefore, it is requested that this Office be advised as to whether there are 
any other debts still outstanding and, if so, that they may be transmitted here 
without delay so that the debtor may be informed, once and for all, of the full 
extent of its indebtedness. 

In view of the urgency of the matter, it will be appreciated if your reply is 
expedited. 

Very truly yours, 
K. L. GAYTOR, 
Chief of Section. 


GENERAL ACCOUNTING OFFICE, 
Washington 25, September 30, 19538. 
Cont—Z-—1383990-DD. 
DIRECTOR OF FINANCE, 
Department of Air Force, 
Washington 25, D. C. 
(Attention: E. E. Naylor, Special Assistant to Director of Finance.) 


Srr: The Chief, Adjudications Branch Air Force Center, Denver, Colo. (file 
SEDB (159)), is reporting to this Office from time to time the matter of the 
indebtedness of Lake Central Airlines, Weir Cook Airport, Indianapolis, Ind., for 
fuel supplies furnished said airlines at various Air Force bases throughout the 
United States. 

Each of these intermittent reports contained additional items of indebtedness 
The last report indicates an indebtedness totaling $33,685.65. 

Under such circumstances this Office is unable to institute debt collection pro- 
ceedings until such time as the matter of the indebtedness has reached a definite 
conclusion and the final amount found due has been administratively determined 

It is therefore requested that such administrative steps as may be deemed 
necessary be taken to the end that final determination of the indebtedness is 
reached and this Office advised accordingly. 

Very truly yours, 
K. L. GAYLOoR, 
By F. W. BRANDENBURG, 
Chief of Section 
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EXHIBIT K 


Subject: Collection of Contract-Owned Invoices for Avgas, etc., Under Service 
Contracts 

To: Cmdr, AFFC 

From: Director of Finance 


COMMENT NO. 3 
DECEMBER 29, 1953. 
AFAFN-1A/Mr. Naylor/56845 


1. Transmitted herewith is file pertaining to the above subject. 

2». Attention is invited specifically to the authority of DCS/Materiel for the 
Air Force Finance Center to establish a central control on uncollectible items. 
Secondly, their request to be kept completely informed with respect to the pro- 
cedures to make that effective. 

3. It is believed that comment No. 2 should be very carefully studied and 
when you have issued appropriate instructions to make effective the grant of 
authority as outlined in comment No. 2, that you furnish this Office with a full 
and complete report together with return of the file. We in turn then will con- 
tact DCS/Materiel to be sure that they are satisfied with the proposed procedures. 

W.S. Harris, 
Lieutenant Colonel, USAF, Ereccutive. 
Incl.: n/c 


Subject: Collection of contract-owned invoices for Avgas, etc., under service 
contracts 
To: Fuels and Materials Division 
Directorate of Supply and Services, DCS/M. 
From: Director of Finance 
COMMENT NO. 1 
DECEMBER 8, 19153. 


AFAFN/1A/Mr. Naylor/mb/56845 


1. Reference is made to your R&R comment No. 2, dated August 17, 1953, 
subject as above, paragraph 2 of which is quoted below: 

“We feel that the accounting system under stock fund operation is a great 
improvement over the former system and, with minor exceptions, is now working 
satisfactorily.” 

2. In this connection attention is invited to comments of the Air Force Finance 
Center, Denver, Colo., quoted below : 

“1. At present, 14 nonschedule airlines have been reported as indebted to 
the United States. Subsequent to the reporting of the initial indebtedness, 
additional credit for supplies has been granted 5 of the 14 debtors (see inclosure 
No. 1). 

2. The General Accounting Office has stated that formal proceedings cannot be 
instituted until the amount of the indebtedness has been firmly established. 
The granting of further credit by Air Force agencies precludes the establish- 
ment of definite amounts, consequently placing the Government's interests in 
jeopardy. 

5. It is recommended that authority be obtained and vested with the Air 
Force Finance Center to direct major air commands to cease granting credit to 
any debtor whose account has been declared uncollectible.” 

3. It is requested that you review the Air Force Center’s comments to see if 
the procedures referred to in above-cited R&R from your directorate were 
designed to take care of situations such as are outlined in the attachment. Early 
advice in this matter will be appreciated. 

W. S. Harris, 
Lieutenant Colonel, USAF, Executive. 


Enclosure: List of delinquent airline accounts. 
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Subject: Collection of Contract-Owned Invoices for Avgas, etc., Under Service 
Contracts. 

To: Directorate of Finance, DCS/C. 

Attention: Mr. Naylor 

From: Fuels and Materials Division, D/S&S, DCS/M 


COMMENT No. 2 
DECEMBER 18, 1953. 
AFMSS-FM/Maj Steger/ms/54789 


1. This office has no objection to vesting with the Air Force Finance Center 
the decision to cease granting credit to any debtor whose account has been de 
Clared uncollectible. Since these uncollectible debts arise from the issues of 
other supplies and services as well as fuels, there is a need of a central agency 
to make a decision regarding the credit of all supplies. We feel that the Chief 
of the Aviation Fuel Division at Middletown Air Force Depot should be notified 
prior to such a decision, in order to furnish any particular information on the 
fuel account which might be of interest to the Air Force Finance Center. It is 
assumed that under such a procedure the Chief of the Fuels Division, MAFD, 
would notify the major commands to restrict the credit issues of fuel to the 
particular carrier once the restriction to curb credit issues is decided. 

2. Since most contracts provide credit sales of fuel we feel that, before ceasing 
to grant credit, the Finance Center should first contact the contracting officer to 
determine the effect of stopping credit issues on the execution of the contract 

3. Although the stock fund accounting system shows up accounts in arrears 
so far as fuels are concerned, it would not show uncollectible accounts for other 
items. Therefore, it is acceptable to our office for the Finance Center to make 
the decisions as to when to cease granting credit 

4. It is requested that our office be advised of the procedures you desire to 
follow in order that we may in turn advise the Chief of the Aviation Fuels Divi- 
sion, Air Force Stock Fund. 

DARRELL ©. WELCH, 
Colonel, USAF, Chief, Fuels and Materials Division, D/S&S, Office, 
Deputy of Staff, Material. 


Enclosure: n/c. 





ExuHisit L 


Date account 
A mount 


















Date first Amount of | first reported Arak « Amount of 
Airline declared first de- to indebted : saa present de- 
delinquent linqueney | contractors _— to | ‘linqueney 
list m 
Air American May 26, 1953 $180.35 | Apr 1, 1954 $180. 35 $180. 35 
Air Transport Associated, Inc June 12, 1953 3, 315. 91 Apr 1, 1954 7, 211. 33 7, 211.33 
Associated Air Transport, Inc Nov. 14,1 6,995.46 | Apr. 1, 1954 2, 565 12, 563. 66 
Air International Nov. 23, 1953 253.15 | Apr. 1, 1954 253. 15 
California Air Charter Aug. 18, 1953 216.17 | Apr 1, 1954 1, 504. 86 
California Hawaiian Airlines Oct. 23, 1953 611.58 | Apr 1, 1954 611. 58 
Conner Airlines (‘) (') Dec. 24, 1952 5, 121.15 64, 004. 31 
Consolidated Air Lines, Ine Oct 2, 1952 591. 61 Sept. 25, 1953 682. 04 S82. 04 
Continental Charters, Ine July 29, 1952 23, 087.04 | June 25, 1953 19, 436. 59 30, 327. 61 
Coastal Airlines Nov. 23, 1953 362. 17 Apr 1, 1954 362. 17 362. 17 
Coastal Cargo Co., Ine Aug. 18, 1953 652. 26 Apr 1, 1954 652. 26 3, 568. 05 
Economy Air-Ways Sept. 4, 1953 1, 290. 55 Apr. 1, 1954 7,416. 15 7, 416.15 
Federated Air Lines June 27, 1952 2, 55 July 17,1953 2, 995. 14 5, 684. 73 
Great Lakes Airlines, Inc Aug. 20, 1953 900. 11 \pr 1, 1954 1, 464. 86 1, 464. 86 
Meteor Air Transport Apr. 2, 1953 1,104.98 | Apr. 1, 1954 10, 718. 50 10, 718. 50 
Miami Airlines July 2, 684.57 | Dec. 24, 1952 2, 684. 57 16, 616. 83 
North American Food Carriers May 3, 950.86 | Apr 1, 1954 12, 885. 85 12, 885. 85 
Peninsular Air Transport Oct 1, 092. 33 do 1, 746. 53 1, 746. 53 
Regina Airlines Nov 344. 15 do 344.15 344.15 
Regina Cargo Airlines, Inc Feb 1,860.00 | Dec. 24, 1952 1, 860. 00 1, 860. 00 
Southern Air Transport, Inc Sept 172.79 | Apr 1, 1954 172. 79 172. 79 
S. 8. & W. Airlines Nov 148. 74 do 9, 988. 28 9, GR8. 28 
Thailand Airways Corps., Inc Apr 4,321.12 do 355. 00 355. 00 
Trans Alaskan Air Lines Oct 363. 91 do 491. 02 491. 02 
Lake Central Airlines Nov 763.64 | June 22,1953 | 20, 899. 20 38, 186. 51 
Westair Transport June 199.71 | Apr. 1, 1954 2, 951. 71 2,951. 71 
World Wide Airlines Oct. 211. 59 Apr 1, 1954 211. 59 211. 59 
United States Overseas Air Lines, 
Ine os Dec. 10, 1952 11, 107. 17 July 17,1953 6, 992. 85 45, 131. 26 
United States Airlines Oct 7, 1952 3, 903. 78 Dec. 24, 1952 15, 598. 23 142, 496. O1 


1 Could not be determined as records have been transferred to GAO 








246 TITLE IV, NATIONAL SECURITY ACT, 1947 


ExHIsir M 


HEADQUARTERS, MIDDLETOWN AIR MATERIEL AREA, 
OLMSTEAD AIR FORCE BASE, 
Middletown, Pa., March 12, 195%. 
MACO 
Subject : Delinquency Account Action—Av Fuels and Lubes. 
Through: Commander, Air Materiel Command, Attn: MCCAFS, Wright-Patter- 
son Air Force Base, Ohio. 
To: Deputy Chief of Staff, Comptroller; Headquarters, United States Air Force, 
Attn: AFACG-—5, Washington 25, D. C. 

1. Request immediate action be taken to authorize the USAF POL Account- 
ing Division, MACO to issue a stop-sale order, except for cash, to any commer- 
cial airline, purchasing aviation fuels and oils worldwide, as soon as a state of 
delinquency is reached. An account will be declared delinquent if payment is 
not received by this Division within 60 days from date of billing. 

2. Attached is a listing of commercial airlines showing the amount of unpaid 
accounts for aviation fuels and oils for fiscal year 1953 in amount of $560,982.75. 
Repeated attempts have been made to collect these accounts. 

5. A recent check for payment information was made with the records of 
Air Force Finance Center, Denver, Colo. This review revealed that many of 
the same airlines have delinquent accounts for 1952. Likewise, some indebted- 
ness for 1954 is being accrued. 

1. The totals as reflected on the listing are the total amounts outstanding on 
the records per the USAF POL Accounting Division which were forwarded to 
Headquarters, AMC, for delinquent collection action at various times during 
fiscal years 1953 and 1954. 

5. The amounts shown may not represent the true indebtedness for fiscal year 
1953 since the operation was not complete by MACO but a part AMC function. 

6. Since this Division has had some difficulty in identifying puyments from 
collection youchers to specific invoices, there is a possibility that reimbursement 
could have been made by AMC. If full payment or settlement negotiations with 
any of the airlines has been made, request that such information be forwarded 
to MACO without delay. 

For the commander : 





W. K. Sowers, 
Chief, USAF POL Accounting Division Comptroller. 
Inco: Deling Acc List. 


EXHIBIT N 


HEADQUARTERS, MIDDLETOWN AIR MATERIEL AREA, OLMSTEAD AiR Force BASE, 
MIDDLETOWN, PA 


Listing of delinquent airline accounts, fiscal year 1958, forwarded to Headquar- 
ters, AMC, for further action 


Name of airline 1953 total | 1954 unpaid 
to date 





Air American $180. 35 $812. 64 
Air Continental 266. 58 

Air International 253. 15 1, 484. 77 
Airline Transport Carriers 630. 57 662. 73 
Air Transport Association 8, 094. 11 5, 090. 78 
Associated Air Transport 3, 961. 46 1, 388. 63 
California Air Charter 2, 441. 58 999. 00 
California-Hawaiian Air Line_. 611. 58 * 
Caribbean American Line 244. 65 908. 87 
Central i 453.82 |_. 

Coastal 362. 17 454. 37 
Coastal] é 3, 814. 38 2,043. 42 
Conner Air Line 64, 917. 39 2, 429. 39 
Continental Charters, Inc 11, 081. 04 3, 613. 41 
Economy Airways, Inc 8, 157. 20 6, 161. 90 
Federated Airlines 2, 990. 74 = 

Great Lakes Airline, Inc ; 2, 149. 24 621. 58 
Lake Central Airline 15, 774. 06 2, 567. 40 
Meteor Air Transport 13, 150. 32 2, 154. 14 
Miami Airline 4, 045. 64 2, 192. 24 


1 Not shown on lists of current lessees 
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Listing of delinquent airline accounts, fiscal year 1958, forwarded to Headquar- 
ters, AMO, for further action—Continued 


- 954 unp 
Name of airline 1953 total 1954 unpaid 





to date 
MIT Bedford Flight Facility $426. 00 
National Food Carriers 21.09 
North Amer Food Carriers 14, 948, 58 $1, 926. 48 
Northern Airlines 1, 019. 71 
Northwest Airlines 109, 961 
Peninsula Air Transport 1, 746.5 2, 177. 68 
Regina Airline 44.1 378. 59 
Republie Aviation Corp 4,347.4 1, 220. 59 
Resort Airline 3, 652. 77 320. 3 
Riddle Aviation Co 9, 723. & 51. 68 
Slick Airways 1, 598. 37 849. 63 
Southern Air Transport 4, 52 6, 849. 68 
5. & W. Airline, Ine s 

lrans Alaskan Airl 7 
lrans Ocean Air! 27 9, 167. 88 
US Airline, Ii 4 
US Overseas Airline O7. 94 
Unit Export Co 743 
Western 71 n wt 6. 204. 42 SO). OF 
World Wide Airlines 211. 59 178. 39 

Delinquent 60 days or more 7 560, 982. 75 281, 434. 29 

Pendir lemen 
Delinquent Accounts—Lease Agreements 

Aerovias Sud Americana $1,500.00 AF 33(600)—22101 
Aviation Corp. of Seattle 4 i . 1,512.08 AF 33(600)—22283 
Caribbean American Lines, Ine_-_- 4 _.. 4,410.00 AF 33(600)—22241 
Coastal Cargo, Inc —— ee 203.65 AF 33(600)—22238 
Conner Airlines i J 5,400.00 AF 33(600)—22816 
Continental Charters, Ine 18,615.68 AF 33(600)—22237 
Economy Airways ap ia 6,000.00 AF 33 (600) —22363 
Lake Central Airlines, Inc.*___- , 3, 241.94 AF 33(600)—22168 
Miami Airlines, Ine = a = 6, 086.38 AF 33(600)—22129 
National Airlines, Inc.’ oa 1,050.00 AF 33(600)—20402 
SSW, Ine ee : ; 900.00 AF 33(038)—-14768 
World Airways, Inc Lisi. J : zat 2,109.68 AF 33(600)-—22236 


Accounts transferred to AF FC 


American Air Transport, Inc.’ . aie =s ; ._.. $2, 584. 99 
New England Air Express, Inc.*___- semantics’ --. 9, 0038.33 
Unit Hert Ooi Maer ie hipds REL cee 270. 00 
U. S. Airlines, Inc.*__- Mead cP ctae Sd theta Kctincicebgbudtnw Ge 


* Not shown on lists of current lessees. 


Senator FLAnpers. Our first witness is Mr. W. K. Sowers, Chief, 
Accounting Division, USAF—that is United States Air Force— 
POL—Petroleum, Oils, Lubricants—Middletown Air Materiel area, 
Olmstead Air Force Base, Middletown, Pa. 

It is Mr. Sowers’ responsibility to supervise the accounting for the 
aviation fuels division of the Air Force stock fund. Mr. Sowers can 
tell us about the operation of the stock fund, can describe the pro- 
cedures used in the collection of accounts receivable, can tell us the 
extent of the delinquencies as reflected by his books, and perhaps can 
make some suggestions as to how we can correct the existing situation 
and prevent its recurrence. 

I have a few questions I would like to ask Mr. Sowers. Do you wish 
to make a brief statement of your own before? 
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STATEMENT OF W. K. SOWERS, CHIEF, ACCOUNTING DIVISION, 
USAF, OLMSTED AIR FORCE BASE, MIDDLETOWN, PA. 





Mr. Sowers. I do not believe so. I think the records are probably 
very clear. 

Senator Fianpers. Will you describe just how the aviation fuels 
division of the Air Force stock fund operated ¢ 

Mr. Sowrrs. I got into this picture in September of 1953 although 
the stock fund was established July 1, 1953. The stock fund was 
established with a certain amount of dollars and a certain amount of 
inventory in fuels and oils. That is the manner in which we begin. 
Monthly we receive from 

Senator FLanpers. Among your assets, however, would be the un- 
collected bills, supposedly 4 

Mr. Sowers. No, sir. The stock fund began with, as I say, cash 
and inventory on hand June 30, 1953, plus an authority of a certain 
amount to be purchased from old contracts. That is from contracts 
prior to that date. 

Senator Fianpers. And the uncollected bills were sort of contingent 
assets ¢ 

Mr. Sowers. I cannot just answer that. Prior to this date we had, 
at Middletown, what you might say a dry run on the operation and 
it was moved in from headquarters, AMC, Dayton, Ohio, in Sep- 
tember 1952. It was not moved with a trial balance and good records 
of assets and liabilities. 

Senator Case. When you say “it” what do you mean was moved in 
from Dayton ¢ 

Mr. Sowers. The operation. 

Senator Case. Was the operation conducted before July 1, 1953, as 
a stock fund ¢ 

Mr. Sowers. No, sir, as an appropriated fund at Middletown. 

Senator Case. But in practice did they have the same policy of ex- 
tending credit to various airlines? 

Mr. Sowers. I would say, “Yes, sir.” The policy was continued. 

Senator Case. The oper ution are confusing if you apply it solely to 
the operation after July 1, 1953, without differentiating what went 
on before that time. 

Mr. Sowers. Look at it this way: September 1, 1952. Everything 
back of that had been accomplished at Dayton, Ohio, in the form of 
whatever accounting and whatever procurement the Air Force had. 
At that time it was part of the decentralization move which took 
place and the records and whatever documents they had were brought 
into Middletown. 

Senator Case. Was there any significant change other than the place 
where the operation was conduc ted # 

Mr. Sowers. There were some changes, I would say, in forms used 
and so on. 

Senator Fianpers. The stock fund began July 1, 1953. 

Mr. Sowers. That is right. 

Senator Case. Prior to that, did the Air Force by any kind of de- 
vice, stock fund or something else, engage in the extension of credit 
to airlines? 

Mr. Sowers. Yes, sir 
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Senator Casr. I do not want to interrupt your statement too much 
at this time but I think we want to go back and find out how we got 
into this business. In any event the business of extending credit for 
sales of gasoline to airlines existed prior to July 1, 1953 

Mr. Sowers. Yes, sir. 

Senator Case. And July 1, 1953, is a sort of cut-off date in some 
fashion between what had gone on before then and what goes on 
now ¢ 

Mr. Sowers. Correct. 

Senator Case. And you inherited the operation and with that a 
new cash account and some undetermined assets in the form of un- 
collected accounts ¢ 

Mr. Sowrrs. That is not quite true, because those would be appro- 
priated funds and could not in any way go ne the stock fund. I 
mean anything that we recouped behind July 1, 1953, would go back 
into the appropriated funds. 

Senator Case. Into the appropriated funds or the Treasury ¢ 

Mr. Sowers. The Treasury. It could not be spent. 

Senator Casr. But since July 1, 1953, it has operated as a sort of 
revolving fund ¢ 

Mr. Sowers. That is correct. 

Senator Case. Will you go ahead with your statement / 

Mr. Sowers. Then on a monthly basis we get our reports which 
tell us the sales that they have at any of the bases, worldwide, the 
sales of fuel, the inventory they have received, and the end inven- 
tory for that month. 

Senator Case. Did your capital fund or stock fund include the de- 
liveries of gasoline which had been contracted for prior to July 1, 
1953 ¢ 

Mr. Sowers. Yes, sir; to the amount of $3214 million. 

Senator Case. Thirty-two and a half million dollars ? 

Mr. Sowers. Yes, sir. 

Senator Case. What was the inventory value of the gasoline on 
hand turned over to you as of July 1, 1953? 

Mr. Sowers. I'think we could say approximately $180 million. 

Senator Case. So that with the addition of $32 million in later 
deliveries, you had total gasoline inventories of about $212 million? 

Mr. Sowers. That is correct ; approximately. 

Senator Casr. What was the amount of your stock fund in cash? 

Mr. Sowers. Seventy-five million dollars, to start with. 

Senator Case. Did you have other inventories in addition to gasoline 
supplies? 

Mr. Sowers. Oils. 

Senator Casr. What did they amount to? 

Mr. Sowers. That is included in that figure. 

Senator Case. This covers petroleum, oil, and lubricants, the whole 
field ? 

Mr. Sowers. Yes, sir; insofar as aviation is concerned. 

Senator FLanpers. Are you through ? 

Senator Caspr. Yes. 

Senator FLanpers. Do you feel that the stock fund is a superior 
system for the control of aviation fuels, better than the system which 
existed before the stock fund was installed ? 
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Mr. Sowers. From the experience that I have had with it, 1 would 
say that it certainly is. We know definitely every account that we 
have on the books that is collected or not collected and we can tell 
at any time its exact status. 

Senator FLanpers. Was it possible before the stock fund was set 
up to tell who owed the Air Force and how much? 

Mr. Sowers. I cannot answer that, Senator. I believe that that 
would have to come from headquarters, AMC personnel, maybe, and 
on up. I would have no way of knowing. 

Senator FLanpers. When did you first find out that these delinquent 
accounts were piling up? 

Mr. Sowers. Unfortunately as I said I did not get into the picture 
until September 1953 although in going back over the operation 
naturally, when you set up new records and new books and new pro- 
cedures, it takes a little while until it gets swinging. 

So it was, I would say, in August or September, then it would start 
to be reflected as delinquent accounts. 

Senator FLanpers. What is the total amount of delinquent accounts 
to the stock fund from contract and charter carriers ? 

Mr. SOWERS. It SO happens I took a re-reading since I was in 
Washington last week. As near as we can tell, I would say—as far 
as we can tell in our records—approximately $600,000, 

I might say that the reason we could not tell is because of the noti- 
fication getting back to us from where the bills had been, that is, if 
they had been paid to AMC or if they had been paid at Denver. 

The machinery had not been set up to get that information back 
to us. 

Senator FuAnpers. That is one of the changes then that would 
seem to be necessary, to get the information back to you? 

Mr. Sowers. Yes, sir. 

Senator Franprers. You would not want to carry delinquents on 
vour list indefinitely ? 

Mr. Sowers. No, sir. 

Senator FLanpers. Does that figure you gave include the delin- 
quents for this fiscal year, the current fiscal year 1954? 

Mr. Sowers. The figure that I gave you includes—— 

Senator FLANpErRs. 1954? 

Mr. Sowers. Yes, sir. 

Senator Fianpers. Does it include delinquencies prior to July 
1, 1953? 

Mr. Sowers. Yes, sir. That includes any delinquency that we had 
picked up from September 1952 to the present, because we still have 
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the responsibility to close up the accounts receivable and accounts. 
We have, therefore, the 1953 business. 

Senator Fianpers. It has been stated to us that the records of the 
Pan-Am bills had been destroyed. Have you any reason to believe 
that there are any destroyed records in this particular area that 
we are investigating this morning ¢ 

Mr. Sowers. Sir. the answer to that is that after one of our instal- 
lations receives an audit clearance, that is from the auditor general, 
after that time they may destroy some of the panos 

I think in this partic ular instance when we had gone back we were 
trving to get the original documents, it was at that time that they 
had told us that because an audit had been made that there were 
not any specific documents available. 

That is what they had told us. I believe now they are making an 
attempt to get this deal closed out. Someone else here can answer 
that for you. 

Senator Fuanprers. That is a rather strange situation. It would 
seem proper to destroy the documents after an audit had been made; 

» do not want the documents piling up from now until doomsday ; 
but how could the audit have been made without assurance that the 
bills had been presented ? 

Mr. Sowers. From the standpoint of the particular situation, 
Edwards Air Force Base, or Travis, from their standpoint they 
would not know because of the fact that the accounting for this 
that time was accomplished 1 in Dayton. 

Senator Franpers. Really we are more interested this morning in 
the administration of the stock fund procedure than in this par- 
ticular Pan-Am case. The means for settling it are already in 
motion, so perhaps it is unnecessary to get back into the details. 

Senator Case. Mr. Chairman ? 

Senator FLanpers. Senator Case. 

Senator Casr. I must confess that I do not know much about the 
background of all this. It would be very helpful to me if we could 
have a copy of the balance sheet as of the date the stock fund took 
over, and an up-to-date operating balance sheet since then so that we 
could know what we actu: lly have on hand. 

I started out to question him to develop that, but it occurred to 
me that there ought to be such a balance sheet available. 

Senator FLanpers. Do you have that? 

Mr. Sowers. I have a copy of the last one, our current one, but I 
do not have the beginning. I would have to send that to you. 

Senator Fianpers. You will furnish that for the record and it will 
be put into the record. 
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(The documents referred to are as follows:) 
DePARTMENT OF THE AIR Force, AF StocK FUNpb, AVIATION FUELS DIVISION 
FINANCIAL STATEMENTS 
July 31, 1953 


Prepared by USAF POL Accounting Division, Comptroller, Headquarters. 
MAAMA, September 10, 1953. RCS: AF-C-40. 


EXHIBIT A 


Ark Force Stock FUND, AVIATION FUELS DIVISION 


Balance sheet as of July 31, 1953 


ASSETS 
Net change for 
As at July 31, As at June 30, month, in- 
1953 1953 crease 
(decrease) 
Cash with Treasury $74, 685, 724. 26 | $75, 000, 000. 00 ($314, 275. 74) 
Accounts receivable } 
Due from other U. S. Government agencies 1, 920. 12 1, 920. 12 
Due from other (USAFE trial balance 4, 447. 11 4, 447. 11 
Due from Canada | 
Summary of accounts receivable 6, 367. 23 6, 367. 23 
Sales transferred to central office (unbilled 37, 077, 267. 66 37, 077, 267. 66 


Total 37, 083, 634. 89 37, 083, 634. 89 


Inventories 


Contractors 116, 586, 683. 05 116, 586, 683. 05 





Bases 55, 585, 387. 27 
In transit 2, 357, 497. 62 
Total 174, 529, 567. 94 174, 529, 567. 94 
Total assets 286, 298, 927. 09 75, 000, 000.00 | 211, 298, 927. 09 
LIABILITIES AND CAPITAL 
Liabilities 
Accounts payable (commercial $31, 430, 071. 57 $31, 430, 071. 57 
Accrued transportation charges 4, 979, 475. 79 4,979, 475.79 
Surcharges (July) payable to U. 8. Treasury 100, 781. 50 100, 781, 50 
Total 36, 510, 328. 86 36, 510, 328. 86 
= = 
Capital 
A ppropriated capital 75, 000, 000.00 $75, 000, 000. 00 
Contributed capital 177, 483, 246. 98 177, 483, 246. 98 
Total 252, 483, 246. 98 75, 000, 000. 00 | 177, 483, 246. 98 
Loss from operations (2, 695, 488. 31) 2, 695, 488. 31) 
Other changes 839. 56 839. 56 
Total (2, 694, 648. 75 (2, 694, 648. 75) 
Total liabilities and capital 286, 298, 927. 09 75, 000, 000.00 211, 298, 927. 09 
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ExHIsit C 


Summary of sources of working capital, July 31, 1958 


Month ended 
July 31, 1953 


From incep- 


Year to date tion to date 


aN 


Initial capitalization of fund 


Cash allocated 75, 000, 000. 00 
Direct appropriations 
Inventories capitalized $163, 629, 376.99 $163, 629, 376.99 | 163, 629, 376. 99 


Less: Accounts payable assumed (if any) 


Total initial capitalization 163, 629, 376.99 | 163, 629,376.99 | 238, 629, 376. 99 
: Changes in capitalization of fund 
® Increase (or decrease) in cash allocated 
Direct appropriations 
Additional inventories subsequently capitalized 16, 329, 151. 59 16, 329, 151. 59 16, 329, L51. 59 
Receipt of inventories without charge 
Less: Issues of inventories without reimbursement 
lotal changes in capitalization 16, 329, 151. 59 16, 329, 151. 59 16, 329, 151. 59 
® Add (or deduct) inventory price variances 
From purchase price variance 2, 475, 281. 60 2, 475, 281. 60 (2, 475, 281. 60 
From standard price changes 
lotal inventory price variance (2, 475, 281. 60 (2, 475, 281. 60 (2, 475, 281. 60) 
Add (or deduct) net gains (or losses) from operations (2, 694, 648. 75) (2, 694, 648. 75) (2, 694, 648. 75 


Net inerease (or decrease) in working capital during fiscal 





period 174, 788, 598, 23 788, 598.23 | 249, 788, 508. 23 
Balance of working capital at beginning of fiscal period 75, 000, 000. 00 75, 000, 000. 00 
Balance of working capital at end of fiscal period 249, 788, 598.23 | 249, 788, 508.23 | 249, 788, 508. 23 


ExHIBit D 


Changes to capital July 31,1953 
Gains from operations : 
Sales of contaminated products__---~- A 





Service contract costs_— ee 59, O76. O09 
Inventory temperature and handling __-~- 299, 117.51 
Cash over__- * paaihon ; abtead 93.15 
Total gains from operations- a aes emis $360, 302. 42 
Losses from operations: Transportation__ .. 3, 055, 790. 73 
Total losses from operations ; ' 3, 055, T90. 73 
Net loss from operations (exhibit A) 2, 695, 488. 51 
Other changes to capital: 
Discounts earned__ iirciibilbaantn i 839. 56 
in Discounts lost __ ~~~ - () 
Total other changes to capital (exhibit A) 839. 56 
Net change to capital (exhibit A)— sie (2, 694, 648. 75) 
e NOTE Parentheses denote red figure. 


Jay ments 
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ExHIBIT E 


Statement of memorandum accounts, July 31, 1953 


As at July 31, 1953 Net change for 


Account Account title month, increase 





= Debit Credit or (decreas 
901 nt vear $399, 500, 000. 00 $367, 000, 000. 00 
902 
90 $244, 00U, 000. 00 244, 000, 000. 00 
W4 116, O83. 83 (5, 116, 083. 83) 
905 | Liability under cts 160, 296, 249.92 | 127, 796, 249. 92 
0 Liquidated contracts 319, 833. 91 319, 833. 91 
Tota 404. 616, 083. 83 404, 616, O83. 83 
I Purcl lest pproximating $227,676,000 have been issued during August 1953 and were 
record that month en the book 
EXHIBIT F 
Statement of sources and uses of funds, month ended July 31, 1958 
Funds provided by: Contributed capital $177, 483, 246. 98 
Total funds provided 177, 483, 246. 98 
Funds applied 
To « er loss from operations 2 694. 648. 7h 
To increase in working capital . 174, 788, 598. 2% 
Tot funds applied 177, 483, 246. 98 


EXHIsBit G 


Cash hudaget (as revised for month of August 1958 
Receipts Collections 5 $48, TOO 
Expend re 

Purchase of avgas, jet fuel, av lube, services, etc: 
Re stock fund, $382.500,000 (363-1095) 8, 718, 000 
Re stock funds, $42,500,000 (463-1095 ) _ 20, 947, 000 
Form 15 and CAP, local purchases i 400 
fransportation. (See note : £82, OOO 
Total expenditures 30, 147, 400 
Excess of expenditures over rece ipts __. 30, 1038, 700 


Beginning cash balance i Pes ee 


Ending cash balance (See note) . a 44, 582, 300 


Reconciliation with original cash budget for August 1953: 


Ending cash balance (original) F ci — 15, 018, 000 
Add: 
Increase in beginning cash balance 4, 000 
Increase in receipts ; ; 42, T00 


Total J _ 45, 064, 700 


Deduct: Additional expenditures 


Form 15 and CAP, local purchases 4100 
Transportation 482, 000 

Total 182, 400 

Ending cash balance (revised) = aii 44, 582, 300 

NOT! rhe approximate normal monthly expenditure for transportation would be 


betwee! $5 million and $6 million estimated upon an approximate $16 million for period 
July 1, 1953, through Sept. 30, 1953, upon the basis of the $63,991,107 appropriation 


for transportation for fiscal year 1953 
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NOTES WHICH ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS, JULY 31, 1953 


The financial statements include the transactions submitted on trial balances 
by the numbers of Air Force and/or Air National Guard bases as follows, except 
two: 

Number of bases (including AAC, FEAF, and USAFE which report on a consol 

dated basis), at June 30, 1953_- a si i 189 
July additions: 


AF-22 Columbus Air Force Base, Columbus, Miss l 
AF-350, Ent Air Force Base, Colorado Springs, Colo 1 
AF-515, Ardmore Air Force Base, Ardmore, Okla l 
ANG-—638A, 108th Fighter Bomber Squadron, Illinois Air National 
Guard, Chicago, Ill I 
ANG-—647C, Michigan Air National Guard, Grayling, Mich 1 
ANG-650A, Missouri Air National Guard, Lambert Field, St. Louis, 
Mo = te : _ ssi . 1 
ANG-651A, Montana Air National Guard, Great Falls, Mont. (Gore 
Field), at July 31, 1953 1 
Total ea witekihed S. 196 


Lambert Field submitted its initial trial balance for the month of July 1953, 
and because of numerous imperfections it was returned to that base for complete 
revision 

Gore Field started reporting by submitting a consolidated trial balance for 
period since date of first phase of implementation of AFM 67—4 through end 
of fiscal year 1958 (September 1, 1952, through June 1953), and 1 for July 
1953. They were received too late to permit including the July 1953 transac 
tions in these financial statements. Inventory was $1,598.05 at Jul lL and 
$2,360.72 at July 31 and sales were $2,679.28 for July. 

Concerning the nine contract flying schools, the petroleum conference between 
representatives of Headquarters, United States Air Force; Headquarters Air 
Materiel Command; Headquarters, Air Training Command; Headquarters, Fly 
ing Training Air Force, and Headquarters, Southern Air Procurement District 
was held in Fort Worth, Tex., on August 18-19, 1953, as scheduled. The require 
ment was established for a monthly quantitative petroleum report from each of 
the nine contract flying-school contractors 

Interim monthly reports for July submitted by 5 of the 9 contract flying schools 
were not received in time to be included in July 1955 financial statements except 
that submitted by Columbus Air Force Base, Columbus, Miss., and its trial bal 
ance was included in these financial statements, The following activities have 
not submitted the required interim monthly reports for July and August up to 
September 24, 1955: 

Marana Air Base, Marana, Ariz. 
Malden Air Base, Malden, Mo. 
Bainbridge Air Base, Bainbridge, Ga. 
Bartow Air Base, Bartow, Fla. 
The following locations having Government-owned fuel have been requested 


to make monthly reports of Air Force owned property but have not complied 


with this headquarter’s request These operations are under jurisdiction of 
MATS. 
Location an er Followup action 
Havalfjordur July 29,1953 | TWX Sept. 23, 19 
Koflavik Airport ‘ do Do 
Lages Field, Terceira, Azores. ‘. July 10, 1953 Do. 
Dhahran Airport ‘ Aug. 11,1953 Do 
Canton and Wake Island_____...._-- Aug. 12,1953 | Letter, Sept. 21, 1953. 


89982—54—pt. 2 4 
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The following modification centers and NACA activities have not submitted 
required monthly reports of Air Force owned property and followup action has 
been taken to obtain compliance with this Headquarter’s request for reporting: 


Date of letter request: Name of reporting installation 
Aug. 10, 1953_--__-- aun Arnold Engineering Development Center 
OE BS, Cae cite acta oe ks soeing Airplane Co., Seattle, Wash. 
July 17, 1953 _........... NACA Langley Aeronautical Laboratory, 

Langley Field, Va. 
July 17, 1953__- __._...__. Northrop Aircraft, Inc., Hawthorne, Calif. 
BN i, Se dete enscsecn ane at in Boeing Airplane Co., Wichita, Kans. 
Pk ge) Se en _..... Southwest Airmotive Co., Dallas, Tex. 
July 10, 19538___ ____________ Aeronautical Ice Research Laboratory, 
Ypsilanti, Mich. 
cer TB, Seas noes. _. Hayes Aircraft Co., Birmingham, Ala. 
SU FO. Fe seo ad Douglas Aircraft Co., Tulsa, Okla. 


Teletypes were originated on the dates shown to obtain transmittal of Aviation 
Fuel Division documents (AFACG Form 12) for July from the following 
activities: 


Date: Activity 
ee || =o ANG, Berry Field, Nashville, Tenn. 
Sept. 14, 1958_...__..._.__..._._ Kelly Air Force Base, Tex. 
PN Ee, Seen _....__.. Robins Air Force Base, Ga. 


Of the 194 activities whose trial balances are included in these finacial state- 
ments, teletypes had to be sent to 114 of them to obtain corrections of the July 
trial balances due principally to— 

(1) Air Force bases included fiscal year 1953 transactions in the fiscal 1954 
reports. 

(2) Bases failure to make necessary standard price adjustment to their June 
30, 1953, inventories which became the opening inventories at July 1, 1953. 

(3) Lack of information or misunderstanding as to the proper closing pro- 
cedure which required that all closing transactions including standard price 
adjustment be reflected in June 1953 transactions and not in July 1953 trial 
balances. 

Trial balances of 43 bases, including those of Alaskan Air Command and Far 
East Air Force, were received after the due date, but followups were not initiated 
as additional time required to close the fiscal year 1953 at the end of June 1953 
provided leeway for them to submit their trial balances for July 1953. 

All terminal reports for July 1953 submitted by reporting terminals were 
received on time and the transactions thereon were included in these financial 
statements. There were no known delinquent terminal reports at July 31, 1953. 

The balance sheet and changes to capital present, as fairly as possible, under 
conditions relevant to the establishment of a new system, the financial position of 
the Air Force stock fund, Aviation Fuels Division as of July 31, 1953, and the 
results of operations AFM 67-4 Manual of Operating and Accounting Office 
Procedures for the month of July 1953. 


DEPARTMENT OF THE Arr Force Arr Force Stock FuNp, AVIATION Fue ts DIvIsIon 
FINANCIAL STATEMENTS 


March 31, 1954 


Prepared by USAF POL Accounting Division, Comptroller, MAAMA, May 10, 
1954, RCS: AF-—C—40. 
HEADQUARTERS MIDDLETOWN AIR MATERIAL AREA, 
OLMSTED Arr Force Bases, 
Middletown, Pa., May 10, 1954. 
MACO 
Subject: Financial Statements, March 1954, Aviation Fuels Division-Air Force 
Stock Fund 
To: Deputy Chief of Staff, Comptroller Headquarters, United States Air Force 
ATTN: AFACG-—5, Washington 25, D. C. 
1. Specific comments and explanations concerning the financial statements of 
the Air Force Stock Fund-Aviation Fuels Division for the month of March 1954, 
are made as follows: 
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(a) The balance in the account for advance deposits with United States Navy 
for services has been reduced to zero, as the services for which the advance 
deposits were made have been consummated. 

(b) Price variance gain of $5,195,511.71 at March 31, 1954, on exhibit A, 

“Statement of Financial Condition,” represents the difference between estimated 
costs included in the standard price elements and actual costs recorded. Adjust- 
ments for the time lag between recording actual and estimated costs will reduce 
this variance to a negligible amount. 
(c) Unmatured obligations brought forward from fiscal year 1953 amounted to 
$52,500,000. No additional procurement amount was authorized during March 
1954. Obligations incurred during March 1954 were $8,917,730.70, so that total 
obligations incurred through March 31, 1954, amount to $491,098,521.59. Obliga- 
tions liquidated at March 31, 1954, amount to $329,830,348.39. Obligations liqui- 
dated in amount of $44,964,589.48 during March 1954, include payments aggre- 
gating $1,728,251.85 for transportation. 

(d) Surcharges of $264.80 and $14,897.51 were imposed on cash sales during 
February and $1,169.52 and $16,067.08 during the month of March and the 9 
months ended March 31, 1954, respectively. The figures used in item six of the 
February financial statements notes represented surcharges on all sales rather 
than cash sales only. 

(e) Account No. 131-1, accounts receivable, due from Canada, appearing for 
the first time in fiscal year 1954 financial statements, represents bulk transac- 
tions with Canada under projects outside of the RCAF-USAF POL suspense 
account. 

(f) Exhibit A of these financial statements includes “Readiness Reserve 
Inventory” of $1038,286,810 at 31 March 1954, of which $30,223,918 avgas was 
located in zone of interior, and $73,062,892, including $2,210,754 avlube was 
located overseas. 

(7) The total sales for March of $50,479,048.07 are above the normal monthly 
sales because this figure includes an amount of $7,563,869.07, which represents 
February sales from four delinquent February trial balances, including FEAF, 
which were processed during March. The total of accounts receivable are also 
increased by a like amount, plus the surcharges for February sales processed 
in March. 

(h) In February 1954 a journal entry was recorded which contained erroneous 
accounting classifications of suspense items applicable to account No, 212-8, 
accounts payable-unvouchered (suspense), and account No. 613—S, incoming ship- 
ments—ZI AF terminals (suspense). As a result, the accounts payable-commer- 
cial, $40,909,002.75, and intransit inventory $15,791,845.62 reflected on the Feb- 
ruary 1954 financial statements were understated approximately $20 mil- 
lion each. Correction therefor was made on the books in March 1954.  Inas- 
much as the intransit inventory was understated by approximately $20 million 
at February 28, 1954, and should have been represented at approximately $36 
million instead of $16 million, the March intransit inventory of $28 million shows 
a decrease of approximately $8 million. The receiving and shipping documenta- 
tion required for matching purposes in determining the intransit inventory is 
not adequate for complete matching purposes, but is becoming more refined each 
month. Until complete and accurate receiving and shipping documentation is 
received, the intransit inventory figure will not be correct. Extreme effort is 
being expended to obtain complete documentation which will enable a firm 
intransit inventory figure to be presented. 

(i) Accounts payable (commercial) of $58,528,330.40 at March 31, 1954, is 
stated at standard price except accounts payable (vouchered), $4,470,924.88, 
stated at actual costs included therein. 

2. On March 31, 1954, the various elements which make up the financial state 
ments consist of the following: 


Zone of interior: 


Bases or installations, 235 locations report as = niet 214 
Contract flying schools reporting by trial balances_____ nen 9 
Modification centers 12 
Bulk shipments—contractor terminals—A. F. fuels locations 19 
Bulk shipments—A. F. terminals—A. F. fuels_ do- 9 


Into-plane contracts—A. F. fuels 


sacibsih acting ana Ec 19 
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Overseas: 
AAC bases or installations, 12 locations as 6, 1 consolidated report to 
MACO. 
Terminals, 3 reports as part of consolidation. 
FEAF bases or installations, 35 locations, 1 consolidated report to MACO. 
Terminals. 18 locations as part of above consolidation. 
NEAC bases or installations, 7 locations, 7 reports. 
USAFE bases or installations, 43 locations report as 38, 1 consolidated report 
to MACO, 
Terminals, 33 locations as part of above consolidation. 
Miscellaneous: 
Overseas terminals (3 MATS, 1 FEAF) report direct to MACO, 4. 
Total reports processed, 326. 
The Caribbean Air Command consists of one active base and is now reporting 
direct to MACO and is included in the Z/I base or installation figure above. 
The March statements include two bases reporting information not included in 
the February figures. During the month, the following changes were noted: 
Add: 
surlington Municipal Airport, AF 670A, POL, Burlington, Vt. ANG, 
General Mitchel Field, AF 674A POL, Milwaukee, Wis. ANG. 
Minneapolis-St. Paul Internationa] Airport, AF 138 POL, Minneapolis, Minn 
ADC 

Municipal Airport, AF 640A POL, Des Moines, Iowa, ANG. 
Truax Field, AF 671 B POL, Madison, Wis. ANG. 

Delete: Camp Adair, AF 662B POL, Albany, Oreg. ANG. 

Change in command: Memphis Municipal Airport, AF 70 POL, Memphis, Tenn. 

From TAC to ConAC. 

Change in address: Philadelphia International Airport, AF 663B POL, Phila- 
delphia 42, Pa., ANG. 

There was one late report not included in the March total. The one base 
represents a dollar value of approximately $1,000. 

3. The financial statements were prepared in accordance with reports control 
symbol AF C40 (test). 

For the Commander: 

W. K. Sowers, 
Chief, U. S. A. F. POL Accounting Division, Comptroller. 


One enclosure: Fin statements, Mareh 1954. 
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ExuHipit A 


DEPARTMENT OF THE AIR Force, Atk Force Stock FUND, AVIATION FUELS 
DIVISION 


Statement of financial condition as of Mar. 31, 1953 





$4 fo4 r I 
ASSI 
Ca vith S. Trea $54, 338, 725, oF $ 800, 5R6. 8 $99 52% ) 
Ac ce deposits wit N 9 9 ) 
A ounts rece bl 
. . 
A I ‘ 8 > f ( ) > OR RN), & 4 
Other tarv det t 2. OAR, 1 ) n ; t st 
Other U. S&S. Governm«e es 208, 812. If lt ? 4) 
( n exchange ount 2 07 f 892 317.3 8. 449 
e fr Ca LOX, Oo XU s 89 
Othe 6. 4 9 1 68 2 762, 547 83 
’ ‘ 
lot 0, 342. 447_8 47, 167, 278. 6S 17 169 2 
ler i 1 xs { 5, 573. 3 4 4 
Base 67. 962 68, 242. 128. 62 979, 803. 39 
transit RB BRK. € 8 5 84 2 2 594, 766. 2 
lotal inventories 243, 4% Zt 22 ry 17 8, 260, 478. 50 
I Sse 408, 17 19.8 354 8 53 3 852. 669, 49 
LIABILITIES 
l ib] mmercia x rms ( 19. OO 17 ), 327. 65 
1 t 1 tior 1 S Rg 9 Q'7 818, 930. 38 2, 944. 89 
ri rges pavable to I Ss. 7 sur 120, OS1.8 3, Ut ds RT 
Total bilities 68, 369, 287 1 $1, OH 20, 83 86. 41 
INVESTMENT OF 8. GOVERNMENT 
Cas} llocated t 4 For S k fund i) WM). (x »), OM 00. 0 ©. 000. 00 
entorie buted 8 4, 884. 72 8 ) 839 34.9 31 
in from operations 28 st 16, TR 4, 735. 80 
Sut tal $4. HOG. 40K ~ 44 6, 619.09 29, 999. 78 19 
I ¢ nee } gail ) 7 RI 2 3 01. 59 
l otal investment 339, 801, 912. 29 306, TRA, 629. 2] 33 O15, 283. 08 
Total liabilities and investment of U. 8. Govern 
ment 4108, 171, 199. 81 $64, 318, 530. 32 3, 852, 669, 49 
NOTE Parentheses indicates decrease 
* * 
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Exnuieit C 


SECURITY 


ACT, 


194 


Statement of capital changes, July 1, 1953, through Mar. 31, 1954 


Contributed capital 


Current month} Cumulative 








Cash from the Air Force stock fund $30, 000, 000. 00 |$150, 000, 000. 00 
Inventories 34, 954. 31 184, 324, 884. 72 
lotal contributed capital 29, 965, 045. 69 | 334, 324, 884. 72 
Changes from operations 
Discounts taken 16, 297. 50 129, 687. 47 
Proceeds from sale of contaminated products 18, 444. 05 137, 218. 20 
Cash overage or (shortage 5.75 40. 12) 
Proceeds from claims—other 0 14, 650. 31 
Gain from operations 34, 735. 80 281, 515. 86 
Price variations 
Purchase price (642, 851.12 10, 120, 168. 90 
rransportation 1, 272, 274. 98)| (12, 298, 077. 40) 
remperature and handling 902, 620. 19 (7, 426, 604. 50) 
Service contract (177, 453. 03 1, 578, 443. 10 
Standard price adjustment (20, 302. 27) 2, 830, 558. 19 
Price variation loss or (gair (3,015, 501.59)! (5,195, 511 “L) 
Total current changes 33, O15, 283. 08 
Total investment 339, 801, 912. 29 
NOTE Parentheses indicate decrease 
ExHIsIt D-1 
Statement of memorandum accounts, Mar. 31, 1954 
Ac As at Mar. 31, 1954 As at Feb. 28, 1954 Net change for 
count Account titk month 
No increase 
Det Credit Debit Credit (decrease 
Classifications 463-1095 and 
480-1095 
901 Authorized procurement 
Current year $487, 500, 000 $487, 500, 000 0 
902 Prior year 0 0 0 
903 4 vailable authorizations $23, 467, 453. 04 $19, 998, 058. 04! $3, 469, 395. 00 
904 Commitments 3, 785, 268. 41 16, 172, ¢ 11) (12, 387, 125. 70) 
905 Liability under contracts 154, 879, 796. 44 190, 209, 733. 94: (35, 329, 937. 50) 
906 Liquidated contracts 305, 367, 482. 11 261, 119, 813.91) 44, 247, 668. 20 
Total 487, 500, 000 487, 500, 000. 00 487, 500, 000 487, 500, 000. 00 
Classification 363-1095 
901 Authorized procurement 
Current year 0 0 0 
902 Prior year 32, 500, 000 32, 500, 000 0 
903 Available authorizations 0 0 0 
WO4 Commitments 1, 648, 756. 96 ». 96 0 
905 Liability under contracts 6, 388, 381. 76 04 (716, 921. 28) 
906 Liquidated contracts 24, 462, 861. 28 00 716, 921. 28 
Total 32, 500,000 32, 500,000.00 32,500,000 32, 500, 000. 00 
Summary 
901 Authorized procurement 
Current year 487, 500, 000 487, 500, 000 0 
902 Prior year 32, 500, 000 32, 500, 000 0 
903 Available authorizations 23, 467, 453. 04 19, 998, 058.04 3, 469, 395. 00 
904 Commitments 5, 434, 025. 37 17, 821, 151. 07 (12, 387, 125. 70) 
905 Liability under contracts 161, 268, 178. 20 197, 315, 036. 98 (36, 046, 858. 78) 
906 Liquidated contracts 329, 830, 343. 39 284, 865, 753.91 44, 964, 589. 48 
Total 52), 000, 000 520, 000, 000. 00) 520, 000, 000 520, 000, 000. 00 
NOTE Parentheses ( ) indicate decreas« 
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Exureit E 
Source and disposition of funds Mar. 1, 1954, to Mar, 31, 1954 


Cash with Treasury, Mar. 1, 1954 
Cash appropriation_ 


$31, S09, 586. S82 
30, 000, 000. 00 












Proceeds of sales: Accounts receivable, 
Mar. 1, 1954 $97, 167, 278. 6S 
Sales during March: 
Aviation fuel $50, 634, 161. 84 
Contaminated prod- 
ucts — 18, 444. 05 
nO, 652. GOH, VO 
: 147, 819, SS4. 67 
Less accounts receivable, Mar. 1, 1954 _- 110, 342, 447. 8O 
37. 477, #86. S7 
Noneash credit in Canadian exchange 
. 5 account—issues to USAF 
37, 477, 436. 87 
Cash shortage_____ =! pi (5. 75) 
iin 37, 477, 481. 12 
99, 287, 017. 94 
Proceeds from claims—other hide 
Disposition of funds: 
Funds disbursed for procurement: 
Accounts payable, Mar. 1, 1954 $47, 531, 901. 11 
Cost of fuel procured ($55.961.- 
QO18.77 less discounts earned 
$16,297.50) 5d, 944. 721. 27 
103, 476, 622. 38 
Less accounts payable, Mar. 31, 1954 .. 58, 528, 330. 40 
44,948, 291. 98 
Cash with Treasury Mar. 31, 1954 (Exhibit A) 4, 338, 725. 96 
ExHIBIT G 
Cash budget for month of April 1954 
[Millions of dollars] 
ONIONS 6 aieickcninim ante see saad ae $37 
Expenditures: 
- Purchases of avgas, jet fuel, avlube services: 
Re stock fund $32,500,000 (363-1095 )__--- s as oe 1 
Re stock fund $117,500,000 (463-1095 ) , ‘ 45 
Transportation —__- heatakadinaemeaee ~ 6 
- . Total expenditures Aad = aah “ ne Sa 52 
Excess of expenditures over receipts_——_- Gi Fa 8 ae : 15 
Cash appropriation received (booked in March) mentor 3 30 
Beginning cash balance ___________ AA : ‘ it 23 
Ending cash balance (see note)___- ‘ phi . 38 
NOTE.—Deferred payments: Unpaid transportation, $14; unpaid invoices, SF 1080's, 


etc., $13; total, $27 
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Senator Casr. I have a few questions to get a starting point, Mr. 
Chairman. When the stock fund was set up what was the total of 
accounts receivable turned over to you ? 

Mr. Sowers. There were no accounts receivable as we would speak 
of it, turned over. That is, we started in September 1952 and to get 
that answer I would have to have that first balance sheet that we 
prepared after taking it over. 

Senator Casr. What happened to any accounts that were unpaid for 
POL supplies furnished to private companies as of the date that the 
stock fund was established ? 

Mr. Sowers. As of the date the stock fund was established those 
accounts which were Pt onto the books of entrv at Middletown, those 
are the ones which had been billed and which had been forwarded to 
headquarters AMC in accordance with the delinquent procedure which 
had been > ab lished. 

Senator Casr. Had they been making the collections on the old 
accounts or on you? : 

Senator Fianpers. I think, Senator, we are going to develop the 
procedure and find out where it broke down. It was Middletown to 
Davton to Denver and then it vanishes into thin air. 

Senator Casr. That is prior to July 1, 1953. 

Senator Franpers. No: since July 1, 1953 

Mr. Sowers. And the 1953 accounts. 

Mr. Wnire. IT wonder if I could say something to help Senator 
Case, 

Senator FLanpers. Yes. 

Mr. Wnire. The problem is twofold, Senator. We admit that the 
things were wrong. There were mistakes that were made which, look- 
ing at them now—the first I heard about this was last Wednesday— 
vou cannot understand it as a businessman. They broke down in 
two places. 

The first place was the actual recording of the accounts receivable, 
finding out who owes you money. That facet of it was cured by July 
1953 when the stock fund came in because when the stock fund came 
in part of the stock fund was an accounting procedure which required 
an entry somewhere other than just on a separate sheet of paper. 

The other end of the problem which was not cured on July 1, 1953, 
was the extension of credit plus the collection of the credit. 

In other words after July we knew who owed us the money but that 
did not in every case result in our getting paid the money. Prior to 
July we did not know who owed us the money in a great many cases. 

Senator Case. When you say “We” you mean the Air Force or the 
Treasury ? 

Mr. Waiter. The Air Force. 

Senator Casr. Prior to July 1, 1953, you did not know who owed 
you the money ? 

Mr. Sowers. Yes, sir: not in every case. But the system broke 
down in getting down on to permanent records as to who owed what. 
The Pan-Am case was an example of that type of case which occurred 
before July 1953. 

Senator Casr. To what fund or to whom were payments credited 
when made after July 1, 1953, for supplies received prior to that 
date? 

Mr. Sowers. Back into project 412. 
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Senator Case. When you say into the appropriation, you mean 
miscellaneous receipts of the Treasury ? 

Mr. Wuire. Yes, sir, and not into the stock fund. 

Mr. Sowers. That is right. 

Senator Franpers. I have a question here which I think is exactly 
what you have in mind, Senator. I will ask Mr. Sowers to describe in 
detail the current procedures for the collection of accounts receivable, 
including delinquent accounts. 

Mr. Sowers. At the present time the account becomes delinquent 
60 days after the billings are sent out by Middletown. Perhaps you 
want to know how long it takes to get it on the books. W orldwide it 
does take some time. In other words, it might be 45 days from 
the time the purchase was made until we could know of it and get a 
billing out. 

It might be 60 days in the case of overseas. We receive that in- 
formation of course through the trial balances that we get from each 
of the installations. 

After it is on the books, after they have been billed 60 days, then 
it is delinquent under the present procedure. Of course we have our 
credit letters the same as you would have in a business on the outside 
before we reach that point. 

Senator Case. The billing then has to be handled from the one cen- 
tral point? 

Mr. Sowers. Yes, sir. 

Senator FLranpers. What happens when the delinquency builds up? 
What do you do? 

Is there not some point either of time or amount at which point you 
look at it and say something has got to be done? 

What do you do when that point comes or what is that point and 
what do you then do? 

Mr. Sowers. From the Middletown standpoint at the present time 
at the end of 60 days when the account is transferred, at that time we 
put it into a suspense accounts receivable and we will maintain it 
there until we get information. 

Senator FLANDERS. - you tell anybody ? 

Mr. Sowers. Yes, sir, headquarters, AMC. They get the entire 
billing and any dechaiiashation, letters that we have written. They 
get it in four copies. 

Senator FLanpers. Where did you say you sent that? 

Mr. Sowrrs. Headquarters, AMC—the ace ounting division. 

Senator FLanpers. Headquarters, AMC ? 

Mr. Sowers. Air Materiel Command, Dayton, Ohio. At that time 
our action stops. It is passed on to headquarters, AMC. 

Senator FLanpers. The next point then we would come to would be 
Denver in this process. First we go to Dayton. We have representa- 
tives from Dayton here, and then it goes to Denver. What recom- 
mendations would you make to correct the situation ? 

Mr. Sowers. At the present time, approximately 30 days ago I pre- 
yared a communication through channels and stated that in my opin- 
ion at the time an account would reach delinquency I had asked for 
authority to stop any more credit sales to that particular concern be- 
cause I feel that too much time elapses if we go through the present 
procedures to stop the credit. So as of this time my communication 
has not been answered. 
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Senator FLanpers. If you ask for authority to stop sales, except for 
cash, I presume, that would involve, it would seem, quite an operation 

on your part. You would have to send that word to fields all over the 
world, would you not ? 

Mr. Sowers. That is right. It would require a teletype communi- 
cation to allofthem. Presently I have all of our sources on file on an 
addressograph plate. It is just a question of running off envelopes or 
whatever method we use to send it out. 

Senator Case. What method of collection do you employ or can 
you employ ? 

Is there anything that you can do about the collection other than 
passing it on? 

Mr. Sowers. As I said we have our credit letters in the same manner 
as you would have in a commercial concern. At the end of 30 days 
we send the first letter. At the end of another 15 days they get another 
letter, a stronger letter. Finally we tell them that it is being for- 
warded for other action. 

Senator Case. You came in the 1st of September, last fall. 

Mr. Sowers. Yes, sir. 

Senator Case. If X company got a thousand gallons of gasoline on 
the date that you came in, then the billing would not have come in for 
45 or 60 days, then that would not have come in until the middle of 
October or possibly the Ist of November? 

Mr. Sowers. It could be. 

Senator Case. If 60 days elapsed before they were declared delin- 
quent that would have carried it forward to the middle of January ? 

Mr. Sowers. I would say approximately. 

Senator Case. And if you allow 15 days for the transmission at the 
various points it might be that it would be actually the 1st of February 
before somebody who got gasoline the day that you came in was de- 
clared delinquent ? 

Mr. Sowers. That could be approximately correct. 

Senator Case. So if the account was declared delinquent on the 1st 
of February, as of the record even today the account would only be 
60 days delinquent ? 

Mr. Sowers. It could be. 

Senator Case. Yet they could have gotten that gasoline the Ist of 
September ? 

Mr. Sowers. Ordinarily if we have not any difficulties I would say, 
if they had gotten it in the 1st of September, we would have our bill- 
ings out to them not later than the 15th of November. I mean we 
would have action not later than the 15th of November. 

We would not receive that until around the 10th of October. It 
takes about—there are so many of them, we bill the commands first, 
which are our large users, and go from there. 

Senator Case. Do you have any criteria for determining to whom 
this credit will be extended ? 

Mr. Sowers. From the accounting standpoint in our office, no. 

Senator Case. So if I have a fly-by-night company and I put down 
at some place where you have some stores of gasoline and get some 
gasoline, it might be 5 to 6 months before I would be 60 days de- 
linquent ? 

Mr. Wuirr. May I answer that, Senator? 

Senator FLanpers. You may. 
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Mr. Wuire. | think you have to go back so we will understand 
what we are talking about. What we are talking about is this sort 
of situation : Nobody can get gas in an Air Force Establishment ex- 
cept under the following circumstances: 1, if it is an emergency; 2 if 
we are operating what is called a commercial type airport because 
there is no commercial type airport in the area, like Keflavick or 
BW-1. 

In both of those cases they can only get gas provided they pay cash 
for it, or if they are guaranteed by a major oil producer. 

So we have no problem in that type of situation. The problem 
comes up in the area of the people who have chartered with the Air 
Force. This whole thing started back around 1950 when the Air 
Force was attempting to encourage the broad base inventory of having 
a lot of nonscheduled airlines in operation. 

What they do in those cases—they have two types of contract, 
they have what they call a contract and they have what they call a 
charter. 

The charter is the one-voyage deal and the contract is more than 
a one-voyage deal. 

Anybody who has a contract with the Air Force to carry cargo 
or passengers can stop at an Air Force base and get this oil. 

Senator Casr. That is the criteria? 

Mr. Wuire. That is the criteria. 

Senator Case. That they have a contract ? 

Mr. Wuire. Yes, sir. 

Senator FLranperrs. And that they are at that moment engaged in 
carrying out the contract / 

Mr. Wuirr. Yes, sir. 

Senator Case. It might be interesting, Mr. Chairman, to have a 
copy of one of those contracts available. 

Mr. Wuirr. I think we have some. 

Senator FLanpers. We have a copy and it will be put in the record. 

(The document referred to is as follows :) 


DEPARTMENT OF DEFENSE NEGOTIATED CONTRACT 
DEPARTMENT OF THE AIR FORCE 


Contract No. 


ISSUING OFFICE 
(Property Class—None) 


Headquarters, Air Materiel Command, Department of the Air Force (USAF), 
Wright-Patterson Air Force Base, Ohio 


CONTRACTOR 


Name _-_--- ai alpen aig tabs dtc . Address 
Contract for Air-Transportation Service. Amount 
Appropriation and Other Administrative Data: 
Direct Citation of Funds from Headquarters, MATS. 
Type of Contract: Fixed Price with Cost Feature 


Payments will be made by the Finance Officer, Headquarters, Military Air 
Transport Service, Andrews Air Force Base, Washington 25, D. C. 

Vouchers shall be made out to the Finance Officer and mailed in accordance 
with the instructions received from the Contracting Officer assigned to administer 
the Contract. 
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Buying Assistant 

Writer : 

Administrative Office: Headquarters, Military Air Transport Service, Andrews 
Air Force Base, Washington 25, D. C. 

The Contracting Officer administering this Contract shall be designated by 
the Commander, MATS. 

This negotiated contract is entered into pursuant to the provisions of Section 
2 (c) (1) of the Armed Services Procurement Act of 1947 (Public Law 413, 
80th Congress), and any required determination and findings have been made. 

THIs CONTRACT is entered into as of ( dilnames Ce BOO 
between the United States of America, hereinafter called the Government, repre 
sented by the Contracting Officer executing this contract, and _---------~--- 


(Name of contractor) _ 
(i) a corporation organized and existing under the laws of the State of 
hereinafter called the Contractor. The parties hereto agree that the Contractor 
shall furnish and deliver all the supplies and perform all the services set forth 
in the attached Schedule. for the consideration stated therein. 


SCHEDULE 

Part Tl. Se “ices to be f rnished 

A. The contractor will furnish air transport services with DC aircraft pur 
suant to service order(s) issued by the Commander, MATS, for the transporta- 
tion of combination passenger and/or cargo along the Mid Pacific route and along 
such other routes as directed by the Commander, MATS, as are necessary to meet 
current military requirements 

The Mid Pacifice route is: 


Viles 
From Travis AFB, Fairfield, California to Honolulu International 
Airport, Honolulu, Hawaii__- bets 2, 437 
to Wake Island ‘ ‘ . i auecen' eae 
to Haneda Airfield, Tokyo, Japan 1, 987 
and return. 
Total round-trip mileage 13, 450 


Any reference to specified routes throughout this contract shall mean the Mid 
Pacific route Such services shall be in accordance with the terms and condi- 
tions set forth elsewhere in this contract. 

B. The contractor shall supply all personnel, facilities, and equipment, in- 
cluding spare parts, materials, and supplies necessary for the performance of the 
services except as otherwise specifically provided for in this contract. 

C. The contractor will furnish each of the following reports once during the 
contract period as directed by the Commander, MATS: 

(1) Report on “Aircraft Phased in and out of the Airlift’; 
(2) Report on “Reporting and Operating Instructions, Pacific Airlift’. 
Part IT. Service orders 

A. Service order(s) will be issued by the Commander, MATS, and shall au- 
thorize the contractor to perform specified flights and shall specify destination, 
routes to be flown and return. 

8. Service order(s) may be amended by the Commander, MATS at any time 
and from time to time to make changes therein, or to issue additional requests 
relating to, or to direct the omission of, services specified therein, or to request 
additional services of like kind or character. However the contractor’s obliga- 
tion to perform services over the route(s) set forth in Part IA above during 
any given period shall be limited to the transportation of the equivalent of his 
guaranteed tonnage outbound set forth in Part XI A hereof. 

C. Upon receipt by the contractor, each service order or orders and amend- 
mends thereto shall be deemed to be incorporated in and shall become a part of 
this contract with like force and effect as if fully set forth herein. Neither a 
formal amendment of this contract nor evidence other than a service order and of 
the issuance thereof shall be required to establish the contractor’s obligation 
to perform the services specified in a service order, such obligation being subject 
only to the appropriate conditions set forth elsewhere in this contract. 
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Part IIT, Contract requirements for services 


A. All aircraft utilized in the performance of services shall be licensed and 
operated in accordance with Civil Air Regulations and MATS Standard Operating 
Procedure No. 22 furnished as Attachment B to the Government's RFP dated 
% October 1953 as it may be amended from time to time. 

B. The aircraft utilized for combination passenger and/or cargo flights will be 
of convertible configurations, sound-proofed with payloader or equivalent seats. 
The aircraft shall not have fixed seats. The payloader seats must be carried 
on the aircraft at all times. 

©. The contractor shall perform all maintenance of the aircraft utilized in the 
performance of services under this contract in accordance with the CAA require- 
ments. 


bb. The contractor will serve in-flight meals on all passenger flights A 
minimum of one (1) cabin attendant will be required on each flight carrying up 
¢ to forty (40) passengers. A minimum of two (2) cabin attendants will be re- 


quired on passenger flights carrying more than forty (40) passengers. If the 
contractor stages cabin attendants in Tokyo they will not be required on flights 
which originate ZI as cargo. 

Part IV. Government-furnished property, facilities, and services 

A. The Government will furnish appropriate emergency equipment required to 
be aboard aircraft by the Commander, MATS, as set forth in a directive from 
MATS, original issue, effective 25 April 1952, entitled “Policies Covering Contract 
Carrier Emergency Procedure and Equipment for Overwater Operations” which 
was contained as Attachment C to the Government's RFP dated 9 October 1953 
as it May be amended from time to time. Such equipment shall be furnished as 
Government Furnished Property in accordance with Clause 21 of the General 
Provisions hereof. 

B. The Government will provide at no cost to the contractor the necessary 
communications facilities at military installations. 

C. The contractor may purchase aviation fuel and petroleum products at mili- 
tary installations at standard Air Force stock prices as set forth in AFM 67+, 
Chapter 8, paragraphs 3b (1) and 8e as said manual may be amended from time 
to time. The contractor will not deviate from the shortest route over established 
airways for the primary purpose of obtaining military fuel and petroleum prod- 
ucts, 

D. The contractor will be furnished ramp space at military installations for 
storage and tie-down of aircraft when required by unanticipated conditions, and 
emergency services will be afforded the contractor at military bases in accord 
ance with AFR 87-7 dated 27 July 1953 as it may from time to time be amended. 

E. Loading and unloading facilities will be furnished by the Government at all 
military installations and at the Government’s option wherever else available at 
no cost to the contractor. 





Part V. Period of performance 
The period of performance of this contract shall commence 1 November 1953 
and end at midnight 31 January 1954; provided, however, that the expiration of 
said period shall not affect any service order(s) issued prior thereto and the 
¢ provisions of this contract shall continue to govern any such service order(s). 


Part VI. Insurance and indemnification 

4. Except to the extent of the indemnification provided for in this PART VI 
for which the contractor represents that no amounts have been included in the 
price per mile, the contractor shall be solely responsible for all risks arising out 
of the performance of the contract During the period of performance of this 
contact, the contractor shall carry insurance as follows: 


(1) For wokmen’s compensation including coverage of employer's liability 
and liability with respect to occupational disease with minimum limits of 
£50,000 /$100,000 

2) For public liability on account of death or bodily injury to passengers 
or other third persons with minimum limits of $50,000 per person, $1,000,000 
per aircraft per accident. 

(3) For public liability on account of property damage with minimum 
limits of $500,000 per aircraft per accident. 


( 


B. The Government does hereby agree to indemnify and relieve the contractor 
of liability for loss of or damage to any and all of its cargo transported by the 
ontractor in the performance of this contract excepting only such damage as 
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due to the willful misconduct or gross negligence on the part of the contractor's 
corporate officers or management representatives. 

C. The Government does hereby further agree to indemnify the contractor for 
loss or destruction of or damage to any aircraft excluding Government-owned 
property used by the contractor in the performance of the contract work excluding 
ordinary wear and tear to any such aircraft or component thereof provided that 
the proximate cause of any such loss, destruction, or damage is not due to the 
willful misconduct or gross negligence of any of the contractor’s corporate officers 
or management representatives or due to the violation of any applicable law or 
regulation by constituted authority governing the maintenance or safe operation 
of the aircraft. This indemnification agreement shall be void and of no effect 
with respect to any loss or damage covered by valid and collectible insurance ; 
provided, however, that the Government specifically recognizes that if the con- 
tractor buys insurance paid for entirely by the contractor and not reflected in 
prices to the Government and provided further such insurance is contingent in 
nature, giving the contractor no benefit with respect to any loss or damage to an 
aircraft which is recoverable under this indemnification agreement, then the 
carrying of such contingent insurance shall not have the effect of prejudicing the 
contractor's right to be indemnified hereunder. In the event of partial or total 
loss or destruction of the aircraft covered by this indemnification agreement the 
contractor shall give the Administrative Contracting Officer notice thereof as soon 
as practicable. Upon the receipt of such notice the Government shall have the 
right and opportunity of inspection and investigation of such loss or destruction 
and the contractor will not proceed with repair work until authorized to do so 
by the Contracting Officer. If deemed advisable by the Government it shall have 
the opportunity to audit the accounts of the contractor pertaining to such repair 
after repair has been accomplished. In the event of partial loss or damage to any 
nireraft, the liability of the Government shall be the actual net cost to effect 
repairs or replacements as shall be negotiated between the Contracting Officer and 
the contractor. Losses or damages shall also be construed to include reasonable 
costs and expenses incident thereto approved by the Contracting Officer excluding 
losses resulting from loss of use of the aircraft. 

I). The contractor shall give the Contracting Officer or his representative im- 
mediate notice in writing of any suit or action filed against the contractor 
arising out of any claim for which the contractor is indemnified by these pro- 
visions. The contractor shall furnish immediately to the Contracting Officer 
copies of all papers, which are pertinent to such claims received by the con 
tractor. With respect to claims and suits arising out of losses or damage for 
which the contractor is indemnified hereunder, the contractor shall do any 
and all things to effect an assignment and subrogation in favor of the Govern- 
ment of all contractor's rights and claims, except its rights and claims against 
the Government, arising from or growing out of such asserted claims, and, if re- 
quired by the Contracting Officer, shall authorize representatives of the Govern- 
ment to settle and/or defend any such claim and to represent or take charge 
of any such litigation affecting the contractor. 


Part VII. Route support 
Recognizing that occasions may arise when the contractor will require trans- 

portation of company traffic essential to sustain the operation, such traffic may be 
carried : 

(1) on military aircraft when available on a revenue basis at rates 

contained in the USAF International Rate Book: 

(2) as authorized by the Commander, MATS, on contract aircraft utiliz 
ing excess capacity over any leg of the route which the Government does 
not utilize at no cost to the contractor. 


Part VIIT. Consideration 

A. Except as otherwise provided in this PART VIII, as consideration for 
the services performed under this contract, the contractor shall be reimbursed 
by the Government at the rate of per mile for flights along the Mid Pacific 
routes and deviations therefrom. The mileage upon which reimbursement will 
be made for flights along the specified routes will be the mileage set forth in 
PART I A above, provided that the mileage for deviations along such routes shall 
be point to point mileage as shall be furnished by the Commander MATS. 
It is understood and agreed that deviations as used in this paragraph mean 
changes in the points along the specified routes directed or approved by the 
Commander MATS. Deviations approved by the Commander MATS shall be 
such as are the result of necessary changes from routes established in the 
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service orders. Such deviations shall be indicated on MATS Form 8, “Civil 
Aircraft Certificates” which shall set forth the reasons therefor. 

B. An consideration for the performance of flights along “such other routes” 
as set forth in PART I A above, the contractor shall be reimbursed by the Gov- 
ernment at the provisional rate of $—— per mile. However, for purposes of 
this PART VIII B, flights along “such other routes” shall be deemed a change 
within the meaning of Clause 2 of General Provisions “Changes.” The mileage 
upon which reimbursement will be made for flights along “such other routes” 
will be the shortest CAA airway route within the ZI and point to point outside 
the continental limits of the United States or shall be furnished by the Com- 
mander MATS. 

C. It is understood and agreed that deviations as used in PART VIII A above 
mean changes in the points along the specified routes whereas “such other 
routes” as used in PART VIII B above mean flights in a new route pattern. 

I). The Government will reimburse the contractor separately for costs in- 
curred in loading and unloading services performed at nonmilitary bases if such 
loading or unloading is at the direction of the Government and not for the con- 
venience of the contractor provided the services are not furnished by the Gov- 
ernment at such bases. 


Part 1X. Payment 

A. The Government shall pay the contractor the amounts which become due 
and owing under PART VIII A & B above as the same shall accrue upon sub 
mission to the Commander MATS of properly executed vouchers, Standard Form 
1034, together with satisfactory evidence including MATS Form &, “Civil Air- 
craft Certificate,” that the services for which payment is requested have been 
performed. 

B. The Government shall pay the contractor the amounts which become due 
and owing under PART VIII D above as they shall accrue upon submission to 
the Commander MATS of properly executed vouchers, Standard Form 1034 
together with satisfactory evidence that the costs have been incurred 

Cc. As of the date of execution of this contract there has been allotted for it 


the sum of . This amount may be increased from time to time solely at 
the discretion of the Government in which event the contractor shall be notified 
in writing of the amount of such increase. Anything herein contained to the 


contrary notwithstanding the Government shall not be obligated to pay any 
amount which when added to the amounts previously paid would exceed the 
amount allotted to this contract. If the contractor shall have performed serv 
ices beyond the extent of the funds allotted the Contracting Officer may ratify 
such services when additional funds are allotted solely at his discretion. Not 
withstanding any other provision of this contract the contractor shall not be 
bound to take any action in connection with performance of this contract that 
would cause the amount for which the Government will be obligated hereunder 
to exceed the sum allotted for this contract and the obligation of the contractor 
to proceed with performance of this contract shall be limited accordingly. 

D. The contractor shall be reimbursed the difference between the sum of the 
preducts of the miles vouchered for each type of flight under. Letter Contract 
AF times the applicable rate per mile set forth in PART VIII A above and the 
sum of the amounts paid the contractor in accordance with PART VII of the 
aforementioned Letter Contract, upon submission of vouchers representing the 
amount of such difference. 


Part X. Letter contract 

This is the definitive contract contemplated by Letter Contract dated — and 
designated Contract No. AF 
Part XT. Guarantee of the contractor 


A. The contractor guarantees to transport outbound under actual wind con- 
ditions the following tons of cargo and combination passenger/cargo per month 
in the number of trips set forth during the months indicated: 


Route Month Tons Number trips 


Mid-Pacific November 
1953 

December 
1953 

January 








270 TITLE IV, NATIONAL SECURITY ACT, 1947 


B. In the event the contractor fails to meet his guarantee: 

(1) The contractor may elect to move the tonnage in default at its own 
expense ; : 

(2) In the event the contractor does not elect to move the tonnage in 
default, the Government may procure substitute services to transport such 

tonnage at the expense of the contractor ; j 

(3) In the event the Government does not elect to have the tonnage in 
default moved, the Commander MATS may assess damages which will be 
ascertained by dividing the guaranteed tonnage into the rate per mile and 
multiplying the result by the one-way outbound mileage times the tonnage 
and pounds not moved pursuant to the guarantee. 

It is understood and agreed that this guarantee shall not apply to the extent the 
Government fails to provide the tonnage for movement. 

C. The Administrative Contracting Officer shall administer the provisions 
of this PART XI and may in his sole discretion equitably adjust the provisions 
of paragraph B above provided that such equitable adjustment shall not result 
in a higher cost to the Government for the overall services guaranteed under 
paragraph A above. 

Part XII. Guarantee of the Government 

A. The Government reserves the right without liability with respect to the 
provisions of this Part XII to reduce the number of trips which the contractor 
guarantees to make under Part XI A above as follows: 

* * * * * * . 
The reduced trips set forth above shall be the Government’s monthly guarantee 
to the contractor. 

B. In the event the Government fails to provide the contractor with the reduced 
number of trips set forth in paragraph A above, damages against the Government 
shall be ascertained by multiplying the unflown guaranteed trips times the 13,450 
mileage set forth in Part I A above times it provided that the mileage for 
deviations or for “such other routes” for which the contractor is to be reim- 
bursed which are applicable to the month in question shall be subtracted from 
the unflown miles. 

C. The provisions of paragraph B above are limited by the provisions contained 
in Part IX C above concerning the allotment of funds to this contract. 

D. It is understood and agreed that the provisions of this guarantee shall not 
apply to the extent his contract is terminated in accordance with the provision 
of Clause 17 of the General Provisions “Termination for the Convenience of 
the Government.” 

Part XIII. Guarantees in general 

A. Neither party shall be liable to the other under the provisions of Parts 
XI or XII above to the extent its failure to meet its guarantee results from 
causes beyond its control and without its fault or negligence including causes 
enumerated in paragraph (b) of Clause 7 of the General Provisions, “Default” 
provided that the cause “acts of the Government” enumerated therein shall not 
relieve the Government of its liability except to the extent such acts of the 
Government are made in its sovereign capacity and provided further that actual 
wind conditions, whatever they may be, shall not be deemed for purposes of the 
Contractor’s guarantee to relieve him of his liability under Part XI unless 
the Administrative Contracting Officer determines in his sole discretion that such 
wind conditions have made or will make flights impracticable or unsafe. If the 
parties agree the period of performance may be extended in order that the 
guarantee(s) voided as a result of this Part XIII may be reactivated. 

B. Except as provided below a flight beginning on or before 2400 hours of the 
last day of any month shall be deemed to be applicable to the guarantee of that 
month. However, in the event a guarantee for the month has been fulfilled 
such flight(s) as begin on or after 0001 of the last day of the month may be 
applied against the guarantee for the succeeding month. 
Part XIV. Termination 

In the event this contract is terminated in accordance with Clause 17 of the 
General Prov isions “Termination for the Convenience of the Government” consid- 
eration may be given under paragraph (c) or (e) thereof to fixed costs of the 
contractor which were included as items of cost in the rate per mile as set 
forth in the contractor's proposal preceding this contract dated 21 October 1953. 
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Part XV. Available cabin load 


All available cabin load over any leg of the route during flights made pursuant 
to this contract accrues to the benefit of the Government except as specifically 
provided in Part VII above. 

Part XVI. Federal transportation tag 


No amount has been included in the contract price for the payment of any Ied- 
eral tax on transportation furnished under this contract. 


Part XVII. Winding up costs 

The contractor agrees that he will not submit any claim for “expenses occa- 
sioned in the winding up of performance” under contract in accordance with 
Clause 2 (a) (4) of said contract which expenses were incurred after 31 
October 1953. 


Part XVII. Approval 

This contract shall be subject to the written approval of the Secretary of the 
Air Force or such individual as said Secretary may designate and shall not be 
binding until so approved. 
Part XIX, Alterations 

The following changes are made in the General Provisions (Form MCP 71-12, 
1 May 53): 

A. The following subparagraphs are added to Clause 1, “Definitions” : 

“(d) The term ‘Commander MATS’ as used throughout this contract 
means the Commander MATS or his duly authorized representative. 

“(e) The term, ‘subcontract’ as used throughout this contract shall include 
leases or subcontracts for the rental of aircraft. 

“(f) The term ‘the Government's RFP’ as used throughout this contract 
means the Request fol Proposal for Air Transportation Services dated ¥Y 
October 1953 which preceded this contract.” 

B. Clause 20, “Military Security Requirements”, is deleted in its entirety and 
Clause 20 “Military Security Requirements” contained in Attachment 1 to this 
ntract is substituted therefor. 
©. Clause 26, “Examination of Records” is amended by the deletion of the 


words “this contract with the Government” in line 38 of paragraph (b) thereof 
and the substitution of the words “the subcontract” therefor 
D. Clause 2s, “Metalworking Machinery Reports” is deleted 


Bb. Clause 20, “Renegotiation” is deleted and the following clause is sub- 
stituted therefor: 


“29, Renegotiation 

“(a) This Contract shall be subjec tt any act of the Congress, whether hereto- 
fore or hereafter enacted and to the extent indicated therein, providing for the 
renegotiation of said Contract and shall be deemed to contain all the provisions 
required by any such act without subsequent amendment of this Contract spe- 
cifically incorporating such provisions. 

‘(b) The Contractor (which term, as used in this Clause, means the party con- 
tracting to furnish the materials or perform the work required by this Cor 
tract) agrees to insert the provisions of this Clause, including this paragraph 
‘(b)’ in subcontracts as defined in Section 108 (g) of The Renegotiation Act of 
1951 (P. L. 9, 82d Cong.), except any subcontracts of a class of type described 
in Section 106 (a) of The Renegotiation Act of 1951. 

“(c) Nothing contained in this Clause shall impose any renegotiation obliga 
tion with respect to this Contract or any subcontract hereunder which is not im- 
posed by an act of Congress, heretofore or hereafter enacted.” 

Part XX. Contents of contract 

This Contract consists of the following: 

A. A cover page, “DD Form 351 (1 Jun 50)”. 

B. A schedule consisting of Parts I thru XX on pages numbered 1 thru 9, 
“DD Form 351-1 (1 Jun 50)”. 

C. General Provisions consisting of Clauses 1 thru 29 on pages 1 thru 8 of 
Form “MCP 71-12 (1 May 53)”. 

D. A signature page, “DD Form 351-2 (1 Jun 50)”. 

Kk. Attachment 1 consisting of 1 pag 
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GENERAL PROVISIONS 
(Nonpersonal Services Contract ) 


1. Definitions.—As* used throughout this contract, the following terms shall 
have the meanings sct forth below: 

(a) The term “Secretary” means the Secretary, the Under Secretary, or any 
Assistant Secretary of the Department, and the head or any assistant head of 
the executive agency; and the term “his duly authorized representative” means 
any person or persons or board (other than the Contracting Officer) authorized 
to act for the Secretary. 

(b) The term “Contracting Officer’ means the person executing this contract 
on behalf of the Government, and any other officer or civilian employee who is 
a properly designated Contracting Officer; and the term includes, except as oth- 
erwise provided in this contract, the authorized representative of a Contracting 
Officer acting within the limits of his authority. 

(c) Except as otherwise provided in this contract, the term 
ncludes purchase orders under this contract. 

2. Changes.—The Contracting Officer may, at any time, by a written order, 
issue additional instructions, require changed, modified or additional work and 
services or direct the omission of work and services covered by this contract. If 
such changes cause a material increase or decrease in the amount or character 
of the work to be performed under this contract, or in the time required for its 
performance, an equitable adjustment of the fixed price to be paid to the Con- 


‘subcontracts” 


tractor shall be made and the contract shall be modified in writing accordingly. 
Any claim by the Contractor for ljustment under this clause must be asserted 
within ninety (90) days from the date of receipt by the Contractor of the 
notification of change; provided, however, that the Contracting Officer, if he 
decides that the facts justify s action, may receive and act upon any such 
claim asserted at any time prior to final payment under this contract. Failure 
to agree to any adjustime shall be a dispute concerning a question of fact 
within the meaning of the clause of this contract entitled “Disputes.” How 
ever, nothing in this clause sh ccuse the Contractor from proceeding with 
the cont t as changed 
tio All material and workmanship shall be subject to inspection 
a te hy representatives of the Government For this purpose, the Contractor 
s] allow t all times inspectors and other Government personnel free access 
t the int and perat ind shall furnish such facilities, supplies and 
r ( S ¢ equ red for his worl 
1. Paymey The Contractor shall be paid, upon the submission of properly 
certified invoices or vouchers, the prices stipulated herein for supplies delivered 


and accepted or services rendered and accepted, less deductions, if any, as herein 
provided. Unless otherwise specified, payment will be made on partial deliveries 
cepted by the Government when the amount due on such deliveries so warrants: 
or, when requested by the Contractor, payment for accepted partial deliveries 
shall be made whenever such payment would equal or exceed either $1,000 or 
50 percent of the total amount of this contract. 
of claims a) Pursuant to the provisions of the Assignment 
of Claims Act of 1940, as amended (31 U. 8S. Code 203, 41 U. S. Code 15), if this 
contract provides for payments aggregating $1,000 or more, claims for moneys 
due or to become due the Contractor from the Government under this contract 
may be assigned to a bank, trust company, or other financing institution, includ- 
ing any Federal lending agency, and may thereafter be further assigned and 
reassigned to any such institution. Any such assignment or reassignment shall 
cover all amounts payable under this contract and not already paid, and shall 
not be made to more than one party, except that any such assignment or reassign- 
ment may be made to one party as agent or trustee for two or more parties 
participating in such financing. Notwithstanding any other provision of this 
contract, payments to any assignee of any moneys due or to become due under 
this contract shall not, to the extent provided in said Act, as amended, be subject 
to reduction or set-off. 

(hb) In no event shall copies of this contract or of any plans, specifications, 
or other similar documents relating to work under this contract, if marked “Top 
Secret,” “Secret,” “Confidential,” or “Restricted,” be furnished to any assignee 
of any claim arising under this contract or to any other person not entitled to 
receive the same; provided that a copy of any part or all of this contract so 
marked may be furnished, or any information contained therein may be disclosed, 
to such assignee upon the prior written authorization of the Contracting Officer. 


5 {ssigqnment 
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6. Federal, State and local tares.—(a) Definitions. As used throughout this 
clause, the following terms shall have the meanings set forth below: 

(i) The term “direct tax” means any tax or duty directly applicable to the 
completed supplies or services (as distinguished from taxes directly applicable to 
materials and components used in the manufacture or furnishing of the com- 
pleted supplies or services) covered by this contract, or any other tax or duty 
from which the Contractor or this transaction is exempt. It includes any tax or 
duty directly applicable to the importation, production, processing, manufacture, 
construction, sale, or use of such supplies or services; it also includes any tax 
levied on, with respect to, or measured by sales, receipts from sales, or use of the 
supplies or services covered by this contract. The term does not include trans 
portation taxes, unemployment compensation taxes, social security taxes, income 
taxes, excess-profit taxes, capital stock taxes, property taxes, and such other 
taxes as are not within the definition of the term “direct tax” as set forth above 
in this paragraph. 

(ii) The term “contract date’ means the effective date of this contract if it 
is a negotiated contract, or the date set for the opening of bids if it is a contract 
entered into as a result of formal advertising. For the purpose of any additional 
procurement of supplies or services called for by any agreement supplemental! 
hereto, the term “contract date” shall refer to the date of such supplemental 
agreement. 

(b) Federal Taxes. Except as may be otherwise provided in this contract 
the contract price includes all applicable Federal taxes in effect on the contract 
date. 

(c) State or Local Taxes. Except as may be otherwise provided in this 
contract, the contract price does not include any State or local direct tax in 
effect on the contract date. 

(d) Evidence of Exemption. ‘The Government agrees, upon request of the 
Contractor, unless there exists no legal basis to sustain an exemption, to furnish 
a Tax Exemption Certificate or other similar evidence of exemption with respect 
to any direct tax not included in the contract price pursuant to this clause; 
and the Contractor agrees, in the event of the refusal of the applicable taxing 
authority to accept such evidence of exemption, (i) promptly to notify the Con 
tracting Officer of such refusal, (ii) to cause the tax in question to be paid 
in such manner as to preserve all rights to refund thereof, and (iii) if se 
directed by the Contracting Officer, to take all necessary action, in cooperation 
with and for the benefit of the Government, to secure a refund of such tax 
(in which event the Government agrees to reimburse the Contractor for any 
and all reasonable expenses incurred at its direction). 

(e) Price Adjustment. If, after the contract date, (i) The Federal Govern- 
ment or any State or local government either imposes or increases (or removes 
an exemption with respect to) any direct tax or any tax directly applicable 
to the materials or components used in the manufacture or furnishing of the 
completed supplies or services covered by this contract, or (ii) the Federal 
Government or any State or local government refuses to accept the evidence 
of exemption, furnished under paragraph (d) hereof, with respect to any direct 
tax excluded from the contract price, or (iii) the Federal Government does 
not furnish a tax exemption certificate or other similar evidence of exemption 
with respect to any direct tax excluded from the contract price, and if under 
either (i), (ii), or (iii) the Contractor is obliged to and does pay or bear the 
burden of any such tax (and does not secure a refund thereof), the contract 
price shall be correspondingly increased, and if interest and penalties are 
incurred by reason of delay in payment of such tax on the instruction of the 
Contracting Officer, and such interest and penalties are legally imposed, th« 
contract price shall be correspondingly increased. If, after the contract date, 
the Contractor is relieved in whole or in part from the payment or the burden 
of any direct tax included in the contract price, or any tax directly applicable 
to the materials or components used in the manufacture or furnishing of the 
completed supplies or services covered by this contract, the Contractor agrees 
promptly to notify the Contracting Officer of such relief, and the contract price 
shall be correspondingly decreased or the amount of such relief paid over to 
the Government. Invoices or vouchers covering any increase or decrease in 
contract price pursuant to the provisions of this paragraph shall state the amount 
thereof, as a separate added or deducted item, and shall identify the particular 
tax imposed, increased, eliminated, or decreased. 

(f) Refund or Drawback. If any tax or duty has been included in the contract 
price or the price as adjusted under paragraph (e) of this clause, and if the 





274 TITLE IV, NATIONAL SECURITY ACT, 1947 


Contractor is entitled to a refund or drawback by reason of the export of 
re-export of supplies covered by this contract, or of materials or components 
used in the manufacture or furnishing of the completed supplies or services 
covered by this contract, the Contractor agrees that he will promptly notify 
the Contracting Officer thereof and that the amount of any such refund or 
drawback obtained will be paid over to the Government or credited against 
amounts due from the Government under this contract: provided, however, 
that the Contractor shall not be required to apply for such refund or drawback 
unless so requested by the Contracting Officer. 

7. Default.—(a) The Government may, subject to the provisions of paragraph 
(b) below, by written Notice of Default to the Contractor terminate the whole or 
any part of this contract in any one of the following circumstances : 

(i) if the Contractor fails to make delivery of the supplies or to perform the 
services within the time specified herein or any extension thereof; or 

(ii) if the Centractor fails to perform any of the other provisions of this con- 
tract, or so fails to make progress as to endanger performance of this contract 
in accordance with its terms, and in either of these two circumstances does not 
cure such failure within a period of 10 days (or such longer period as the Con- 
tracting Officer may authorize in writing) after receipt of notice from the Con- 
tracting Officer specifying such a failure 

(b) The Contractor shall not be liable for any excess costs if any failure to 
perform the contract arises out of causes beyond the control and without the 
fault or negligence of the Contractor. Such causes include, but are not restricted 
to, acts of God or of the public enemy, acts of the Government, fires, floods, epi- 
demics, quarantine restrictions, strikes, freight embargoes, unusually severe 
weather, and defaults ef subcontractors due to any of such causes unless the 
Contracting Officer shall determine that the supplies or services to be furnished 
by the subcontractor were obtainable from other sources in sufficient time to 
permit the Contractor to meet the required delivery schedule. 

(c) In the event the Government terminates this contract in whole or in part 
as provided in paragraph (a) of this clause, the Government may procure, upon 
such terms and in such manner as the Contracting Officer may deem appropriate, 
supplies or services similar to those so terminated, and the Contractor shall be 
liable to the Government for any excess costs for such similar supplies or serv- 
ices, Provided, That, the Contractor shall continue the performance of this con- 
tract to the extent not terminated under the provisions of this clause. 

(d) If this contract is terminated as provided in paragraph (a) of this clause, 
the Government, in addition to any other rights provided in this clause, may 
require the Contractor to transfer title and deliver to the Government, in the 
manner and to the extent directed by the Contracting Officer, (i) any completed 
supplies, and (ii) such partially completed supplies and materials, parts, tools, 
dies, jigs, fixtures, plans, drawings, information, and contract rights (herein- 
after called “manufacturing materials”) as the Contractor has specifically pro- 
duced or specifically acquired for the performance of such part of this contract 
as has been terminated; and the Contractor shall, upon direction of the Con- 
tracting Officer, protect and preserve property in possession of the Contractor in 
which the Government has an interest. The Government shall pay to the Con- 
tractor the contract price for completed supplies delivered to and accepted by the 
Government, and the amount agreed upon by the Contractor and the Contracting 
Officer for manufacturing materials delivered to and accepted by the Govern- 
ment and for the protection and preservation of property. Failure to agree shall 
be a dispute concerning a question of fact within the meaning of the clause of 
this contract entitled “Disputes.” 

(e) If, after notice of termination of this contract under the provisions of 
paragraph (a) of this clause, it is determined that the failure to perform this 
contract is due to causes beyond the control and without the fault or negligence 
of the Contractor pursuant to the provisions of paragraph (b) of this clause, 
such Notice of Default shall be deemed to have been issued pursuant to the clause 
of this contract entitled “Termination for Convenience of the Government,” and 
the rights and obligations of the parties hereto shall in such event be governed 
by such clause. (Except as otherwise provided in this contract, this paragravh 
(e) applies only if this contract is with a military department.) 

(f) The rights and remedies of the Government provided in this clause shall 
not be exclusive and are in addition to any other rights and remedies provided 
by law or under this contract. 

8. Disputes—Except as otherwise provided in this contract, any dispute 
concerning a question of fact arising under this contract which is not disposed 
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of by agreement shall be decided by the Contracting Officer, who shall reduce his 
decision to writing and mail or otherwise furnish a copy thereof to the Contractor. 
Within thirty (30) days from date of receipt of such copy, the Contractor may 
appeal by mailing or otherwise furnishing to the Contracting Officer a written 
appeal addressed to the Secretary, and the decision of the Secretary or his duly 
authorized representative for the hearing of such appeals shall, unless determined 
by a court of competent jurisdiction to have been fraudulent, arbitrary, capri- 
cious, or so grossly erroneous as necessarily to imply bad faith, be final and 
conclusive; provided that, if no such appeal is taken, the decision of the Con- 
tracting Officer shall be final and conclusive. In connection with any appeal 
proceeding under this clause, the Contractor shall be afforded an opportunity to 
be heard and to offer evidence in support of its appeal. Pending final decision 
of a dispute hereunder, the Contractor shall proceed diligently with the perform- 
ance of the contract and in accordance with the Contracting Officer’s decision. 

9. Notice and assistance regarding patent infringement.—(a) The Contractor 
agrees to report to the Contracting Officer, promptly and in reasonable written 
detail, each claim of patent infringement based on the performance of this con- 
tract and asserted against it, or against any of its subcontractors if it has notice 
thereof. 

(b) In the event of litigation against the Government on account of any claim 
of infringement arising out of the performance of this contract or out of the use 
of any supplies furnished or construction work performed hereunder, the Con- 
tractor agrees that it will furnish to the Government, upon request, all evidence 
and information in its possession pertaining to the defense of such litigation. 
Such information shall be furnished at the expense of the Government except 


in those cases in which the Contractor has agreed to indemnify the Government 
against the claim being asserted. 

10. Buy American Act.—The Contractor agrees that there will be delivered 
under this contract only such unmanufactured articles, materials, and supplies 
(which term “articles, materials, and supplies” is hereinafter referred to in this 


clause as “supplies”) as have been mined or produced in the United States, and 
only such manufactured supplies as have been manufactured in the United States 


substantially all from supplies mined, produced, or manufactured, as the case 
may be, in the United States. Pursuant to the Buy American Act (41 U. 8. Code 
l0a-—d), the foregoing provision shall not apply (i) with respect to supplies 


excepted by the Secretary from the application of that Act, (ii) with respect to 
supplies for use outside the United States, (iii) with respect to the supplies to 
be delivered under this contract which are of a class or kind determined by the 
Secretary or his duly authorized representative not to be mined, produced, or 
manufactured, as the case may be, in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality, or (iv) with 
respect to such supplies, from which the supplies to be delivered under this 
contract are manufactured, as are of a class or kind determined by the Secretary 
or his duly authorized representative not te be mined, produced, or manufactured, 
as the case may be, in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality, provided that this exception 
(iv) shall not permit delivery of supplies manufactured outside the United States 
if such supplies are manufactured in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality. 

11. Convict labor.—In connection with the performance of work under this 
contract, the Contractor agrees not to employ any persons undergoing sentence of 
imprisonment at hard labor. 

12. Fight-Hour Law of 1912.—This contract to the extent that it is of a char- 
acter specified in the Kight-Hour Law of 1912, as amended (40 U. S. Code 324- 
326), and is not covered by the Walsh-Healy Public Contracts Act (41 U. 8. Code 
»—45), is subject to the following provisions and exceptions of said Eight-Hour 
Law of 1912, as amended, and to all other provisions and exceptions of said Law: 

“No laborer or mechanic doing any part of the work contemplated by this con- 
tract, in the employ of the Contractor or any subcontractor contracting for any 
part of the said work, shall be required or permitted to work more than eight 
hours in any one calendar day upon such work, except upon the condition that 
compensation is paid to such laborer or mechanic in accordance with the pro- 
visions of this clause. The wages of every such laborer and mechanic employed 
by the Contractor or any subcontractor engaged in the performance of this con- 
tract shall be computed on a basic day rate of eight hours per day; and work in 
excess of eight hours per day is permitted only upon the condition that every 
such laborer and mechanic shall be compensated for all hours worked in excess 
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of eight hours per day at not less than one and one-half times the basic rate of 
pay. For each violation of the requirements of this clause a penalty of five 
dollars shall be imposed upon the Contractor for each such laborer or mechanic 
for every calendar day in which such employee is required or permitted to labor 
more than eight hours upon said work without receiving compensation computed 
in accordance with this clause; and all penalties thus imposed shall be withheld 
for the use and benefit of the Government.” 

13. Walsh-Healey Public Contracts Act.—If this contract is for the manufacture 
or furnishing of materials, supplies, articles or equipment in an amount which 
exceeds or may exceed $10,000 and is otherwise subject to the Walsh-Healey 
Public Contracts Act, as amended (41 U. S. Code 35-45), there are hereby incor- 
porated by reference all representations and stipulations required by said Act 
and regulations issued thereunder by the Secretary of Labor such representations 
and stipulations being subject to all applicable rulings and interpretations of the 
Secretary of Labor which are now or may hereafter be in effect. 

14. Nondiscrimination in employment.—In connection with the performance of 
work under this contract, the Contractor agrees not to discriminate against any 
employee or applicant for employment because of race, creed, color, or national 
origin; and further agrees to insert the foregoing provision in all subcontracts 
hereunder except subcontracts for standard commercial supplies or for raw 
materials. 

15. Oficials not to benefit—-No member of or delegate to Congress or resident 
commissioner shall be admitted to any share or part of this contract or to any 
benefit that may arise therefrom, but this provision shall not be construed to 
extend to this contract if made with a corporation for its general benefit. 

16. Covenant against contingent fees.—The Contractor warrants that no per- 
son or selling agency has been employed or retained to solicit or secure this 
rreement or 
ut fee, excepting bona fide employees or bona fide estab- 


contract upon an understanding for a commission, percentage, 





brokerage, or conting 


lished commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. For breach or violation of this warranty the 
Government shall have the right to annul this contract without liability or 
in its diseretion to deduct from the contract price or consideration the full 
amount of such commission, percentage, brokerage, or contingent fees. 

17. Termination for the convenience of the Government.—(a) The perform- 
ance of work under this contract may be terminated by the Government in accord- 
ance with this clause in whole, or from time to time in part, whenever the Con- 


tracting Officer shall determine that such termination is in the best interests of the 
Government. Any such termination shall be effected by delivery to the Contractor 
of a Notice of Termination specifying the extent to which performance of work 
under this contract is terminated, and the date upon which such termination be- 
comes effective. 

(b) After a receipt of a Notice of Termination, and except as otherwise 
directed by the Contracting Officer, the Contractor shall (1) stop work under 
the contract on the date and to the extent specified in the Notice of Termination; 
(2) place no further orders or subcontracts for materials, services or facilities 
except as may be necessary for completion of such portion of the work under 
this contract as is not terminated; (3) terminate all orders and subcontracts 
to the extent that they relate to the performance of work terminated by the 
Notice of Termination; (4) assign to the Government, in the manner, at the 
times, and to the extent directed by the Contracting Officer, all of the right, 
title and interest of the Contractor under the orders or subcontracts so termi- 
nated; (5) settle out outstanding liabilities and all claims arising out of such 
termination of orders and subcontracts, with the approval or ratification of the 
Contracting Officer, to the extent that he may require, which approval of ratifica- 
tion shall be final for all the purposes of this clause: (6) transfer title (to the 
extent that title has not already been transferred) and, in the manner, to the 
extent and at the times directed by Contracting Officer, deliver to the Govern- 
ment (i) the fabricated or unfabricated parts, work in progress, completed 
work, supplies, and other material produced as a part of, or acquired in con- 
nection with the performance of, the work terminated by the Notice of Termina- 
tion, and (ii) the completed or partially completed plans, drawings, information, 
and other property which, if this contract had been completed, would have been 
required to be furnished to the Government; (7) use its best efforts to sell in 
the manner, at the times, to the extent, and at the price or prices directed 
or authorized by the Contracting Officer, in any property of the types referred 
to in provision (6) of this paragraph, provided, however, that the Contractor 
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(i) shall not be required to extend credit to any purchaser, and (ii) may acquire 
any such property under the conditions prescribed by and at a price or prices 
approved by the Contracting Officer and provided further, that the proceeds of 
any such transfer or disposition shall be applied in reduction of any payments 
to be made by the Government to the Contractor under this contract or shall 
otherwise be credited to the price or cost of work covered by this contract or 
paid in such other manner as the Contracting Officer may direct; (8) complete 
performance of such part of the work as shall not have been terminated by 
the Notice of Termination; and (9) take such action as may be necessary, or as 
the Contracting Officer may direct, for the protection and preservation of the 
property related to this contract, which is in possession of the Contractor and 
in which the Government has or may acquire an interest. At any time after 
expiration of the plant clearance period, as defined in Section VIII, Armed 
Services Procurement Regulation, as it may be amended from time to time, 
the Contractor may submit to the Contracting Officer a list, certified as to quan- 
tity and quality, of any or all items of termination inventory not previously 
disposed of, exclusive of items the disposition of which has been directed or 
authorized by the Contracting Officer, and may request the Government to re- 
move such items or enter into a storage agreement covering them. Not later 
than fifteen (15) days thereafter, the Government will accept title to such items 
and remove them or enter into a storage agreement covering the same, provided 
that the list submitted shall be subject to verification by the Contracting Officer 
upon removal of the items, or if the items are stored, within forty-five (45) days 
from the date of submission of the list, and any necessary adjustment to correct 
the list as submitted shall be made prior to final settlement. 

(ce) After receipt of a Notice of Termination the Contractor shall submit to the 
Contracting Officer its termination claim in the form and with the certification 
prescribed by the Contracting Officer. Such claim shall be submitted promptly 
but in no event later than two years from the effective date of termination, un- 
less one or more extensions in writing are granted by the Contracting Officer 
upon request of the Contractor made in writing within such two-year period or 
authorized extension thereof. Upon failure of the Contractor to submit a ter- 
mination claim within the time allowed, the Contracting Officer may determine, 
on the basis of information available to him, the amount, if any, due to the Con- 
tractor by reason of the termination and shall thereupon pay to the Contractor 
the amount so determined. 

(d) Subject to the provisions of paragraph (c) above, the Contractor and 
the Contracting Officer may agree upon the whole or any part of the amount or 
amounts to be paid to the Contractor by reason of the total or partial termination 
of work pursuant to this clause, which amount or amounts may include a reason- 
able allowance for profit on work done. The contract shall be amended ac- 
cordingly, and the Contractor will be paid the agreed amount. Nothing in para- 
graph (e) of this clause, prescribing the amount to be paid to the Contractor in 
the event of failure of the Contractor and the Contracting Officer to agree upon 
the whole amount to be paid to the Contractor by reason of the termination of 
work pursuant to this clause, shall be deemed to limit, restrict, or otherwise deter- 
mine or affect the amount or amounts which may be agreed upon to be paid to the 
Contractor puasuant to this paragraph (d). 

(e) In the event of the failure of the Contractor and the Contracting Officer to 
agree in whole or in part, as provided in paragraph (d) upon the whole amount 
to be paid to the Contractor by reason of the termination of work pursuant to 
this clause, the Contracting Officer shall determine on the basis of information 
available to him, the amount, if any, due to the Contractor by reason of the ter- 
mination and shall pay the Contractor the amount so determined. 

(f) Any determination of costs under paragraph (c) or (e) hereof shall be 
governed by the Statement of Principles for Consideration of Costs set forth in 
Part 4 of Section VIII of the Armed Services Procurement Regulation, as in ef- 
fect on the date of this contract. 

(g) The Contractor shall have the right of appeal, under the clause of this 
contract entitled “Disputes,’’ from any determination made by the Contracting 
Officer under paragraph (c) or (e) above, except that if the Contractor has failed 
to submit its claim within the time provided in paragraph (c) above, and has 
failed to request extension of such time, the Contractor shall have no such right 
of appeal. In any case where the Contracting Officer has made a determination 
of the amount due under paragraph (c) or (e) above, the Government shall 
pay to the Contractor the following: (i) if there is no right of appeal hereunder 
or if no timely appeal has been taken, the amount so determined by the Con- 
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tracting Officer, or (ii) if an appeal has been taken, the amount finally deter- 
mined on such appeal 

(h) In arriving at the amount due the Contractor under this clause there 
shall be deducted (1) all unliquidated advance or other unliquidated payments 
on account theretofore made to the Contractor, (2) any claim which the Govern- 
ment may have against the Contractor in connection with this contract, and (3) 
the agreed price for, or the proceeds of sale of, any materials, supplies, or other 
things acquired by the Contractor or sold, pursuant to the provisions of this 
clause and not otherwise recovered by or credited to the Government. 

(i) If the termination hereunder be partial, prior to the settlement of the 
terminated portion of this contract, the Contractor may file with the Contracting 
Officer a request in writing for an equitable adjustment of the price or prices 
specified in the contract relating to the continued portion of the contract (the 
portion not terminated by the Notice of Termination), and such equitable adjust- 
ment as may be agreed upon shall be made in such price or prices. 

(j) The Government may from time to time, under such terms and conditions 
as it may prescribe, make partial payments and payments on account against 
costs incurred by the Contractor in connection with the termination. portion of 
the contract whenever in the opinion of the Contracting Officer the aggregate 
of such payments shall be within the amount to which the Contractor will be 
entitled hereunder. If the total of such payments is in excess of the amount 
finally agreed or determined to be due under this clause, such excess shall be 
payable by the Contractor to the Government upon demand, together with interest 
computed at the rate of 6% per annum, for the period from the date such excess 
payment is received by the Contractor to the date on which such excess is repaid 
to the Government; provided, however, that no interest shall be charged with 
respect to any such excess payment attributable to a reduction in the Contractor’s 
claim by reason of retention or other disposition of termination inventory until 
10 days after the date of such retention or disposition. 


(k) Unless otherwise provided for in this contract, or by applicable statute, 


the Contractor, from the effective date of termination and for a period of six 
years after final settlement under this contract, shall preserve and make avail- 
able to the Government at all reasonable times at the office of the Contractor 


but without direct charge to the Government, all its books, records, documents, 
and other evidence bea on the costs and expenses of the Contractor under 
this contract and relating to the work terminated hereunder, or, to the extent 
ipproved by the Contracting Officer, photographs, micro-photographs, or other 
authentic reproductions thereof, 

18. Notice to the Government of labor disputes.—Whenever the Contractor has 
knowledge that any actual or potential labor dispute is delaying or threatens to 
delay the timely performance of this contract, the Contractor shall immediately 
give notice thereof, including all relevant information with respect thereto, to 
the Contracting Officer 

19. Employment of aliens.—If this contract calls for furnishing or constructing 
aircraft, aircraft parts or aeronautical accessories, no aliens employed by the 
Contractor shall be permitted to have access to the plant or specifications, or 
the work under construction, or to participate in the contract trials, without the 
written consent beforehand of the Secretary, or his duly authorized represent- 
ative 

20. Military security requirements.—(a) The provisions of the following 
paragraphs of this clause shall apply only if and to the extent that this contract 
involves access to matter classified ‘““Top Secret,” “Secret,” ‘‘Contidential,” or 
“Restricted.” 

(b) The Contractor agrees to provide and maintain a system of security con- 
trols within its or his own organization in accordance with (i) the requirements 
of the Department of Defense Industrial Security Manual for Safeguarding 
Classified Security Information as in effect on date of this contract, which 
Manual is hereby incorporated by reference and made a part of this contract, 
and (ii) any amendments to said Manual required by the demands of national 
security as determined by the Government and made after the date of this 
contract, notice of which has been furnished to the Contractor. 

(c) The Government agrees that it shall indicate when necessary by classifi- 
eation (“Top Secret,” “Secret,” “Confidential,” or “Restricted,”) the degree of 
importance to the national defense of information pertaining to supplies, services, 
and other matters to be furnished by the Contractor to the Government or the 
Government to the Contractor, and the Government shall give written notice of 
such classification to the Oontractor and of any subsequent changes thereof. 
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The Contractor is authorized to rely on any letter or other written instrument 
signed by the Contracting Officer changing the classification of matter. 

(d) Designated representatives of the Government responsible for inspection 
pertaining to industrial plant security shall have the right to inspect at reason- 
able intervals the procedures, methods, and facilities utilized by the Contractor 
in complying with the requirements of the terms and conditions of this clause. 
Should the Government, through its authorized representative, determine that 
the Contractor’s security methods, procedures, or facilities do not conform to 
such requirements, it shall submit a written report to the Contractor advising 
him of the proper actions to be taken in order to effect compliance with such 
requirements. 

(e) Any disagreement concerning a question of fact arising under this clause 
shall be considered a dispute within the meaning of the clause of this contract 
entitled “Disputes.” 

(f) The Contractor agrees to insert, in all subcontracts hereunder which 
involve access to classified matter, provisions which shall conform substantially 
to the language of this clause, including this paragraph (f). 

21. Government-furnished property.—(a) The Government shall deliver to the 
Contractor, for use in connection with and under the terms of this contract, the 
property which the schedule or the specifications state the Government will 
furnish (hereinafter referred to as “Government-Furnished property.”) The 
delivery or performance dates for the supplies or services to be furnished by the 
Contractor under this contract are based upon the expectation that Government- 
Furnished property of a type suitable for use will be delivered to the Contractor 
at the times stated in the schedule or if not so stated in sufficient time to enable 
the Contractor to meet such delivery or performance dates. In the event that 
Government-Furnished property is not delivered to the Contractor by such time 
or times, the Contracting Officer shall, if requested by the Contractor, make a 
determination of the delay occasioned the Contractor thereby, and shall grant to 
the Contractor a reasonable extension of time in respect of such delivery or 
performance dates. The Government shall not be liable to the Contractor for 
damages or loss of profit by reason of any delay in delivery of or failure to 
deliver any or all of the Government-Furnished property, except that in case 
of such delay or failure, upon the written request of the Contractor, an equitable 
adjustment shall be made in the delivery or performance dates, or price, or both, 
and in any other contractual provision affected thereby, in accordance with the 
procedures provided for in the clause of this contract entitled “Changes.” 

(b) By notice in writing the Contracting Officer may decrease the property 
furnished or to be furnished by the Government under this contract In any 
such case, upon the written request of the Contractor, an equitable adjustment 
shall be made in the delivery or performance dates, or price, or both, and in 
any other contractual provisions affected by such decrease, in accordance with 
the procedures provided for in the clause of this contract entitled “Changes.” 

(c) Title to the Government-Furnished property shall remain in the Govern 
ment. Title to Government-Furnished property shall not be affected by the in 
corporation or attachment thereof to any property not owned by the Govern 
ment, nor shall such Government-Furnished Property or any part thereof, be of 
become a fixture or lose its identity as personalty by reason of affixation to 
any realty. The Contractor shall maintain adequate property control records 
of Government-Furnished property in accordance with the provisions of the 
“Manual for Control of Government Property in Possession of Contractors” 
dated March 1951. 

(d) The Government-Furnished property shall, unless otherwise provided 
herein, be used only for the performance of this contract. 

(e) The Contractor shall maintain and administer, in acordance with sound 
industrial practice, a program for the maintenance, repair protection and preser 
vation of Government-Furnished property, until disposed of by the Contractor 
in accordance with this clause. In the event that damaged or defective Gov- 
ernment-Furnished property is delivered to the Contractor, or any other damage 
occurs to Government-Furnished Property the risk of which has been assumed 
by the Government under this contract, the Government shall replace such 
items or the Contractor shall make such repair of the property as the Govern- 
ment directs: provided, however, that if the Contractor cannot effect such re- 
pair within the time required, the Contractor may reject such property. The 
contract price includes no compensation to the Contractor for the performance 
of any repair or replacement for which the Government is responsible, and an 
equitable adjustment will be made in the contract price for any such repair 
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or replacement of Government-Furnished property made at the direction of the 
Government. Any repair or replacement for which the Contractor is responsible 
under the provisions of this contract shall be accomplished by the Contractor 
at its own expense. 

(f) (i) Except for loss, destruction or damage resulting from a failure of the 
Contractor due to willful misconduct or lack of good faith of any of the Con- 
tractor’s managerial personnel as defined herein, to maintain and administer 
the program for the maintenance, repair, protection and preservation of the Gov- 
ernment-Furnished property, as required by paragraph (e) hereof, and except 
as otherwise specifically provided in this contract, the Contractor shall not be 
liable for loss or destruction of or damage to the Government-Furnished prop- 
erty (A) caused by any peril while the property is in transit off the Contractor's 
premises, or (B) caused by any of the following perils while the property is on 
the Contractor’s or subcontractor’s premises, or on any other premises where 
such property may properly be located, or by removal therefrom because of any 
of the following perils: 

(I) Fire; lightning; windstorm; cyclone; tornado: hail: explosion: riot: 
riot attending a strike, civil commotion; vandalism and malicious mischief; 
sabotage: aircraft or objects falling therefrom; vehicles running on land or 
tracks, excluding vehicles owned or operated by the Contractor or any agent or 
employee of the Contractor; smoke; sprinkler leakage; earthquake or vol- 
canic eruption: flood, meaning thereby rising of a body of water: hostile or war- 
like action, including action in hindering, combating, or defending against an 
actual, impending or expected attack by any government or sovereign power (de 
jure or de facto), or by any authority using military, naval, or air forces, or by 
an agent of any such government, power, authority or forces: or 

(II) Other peril, of a type not listed above, if such other peril is customarily 
covered by insurance (or by a reserve for self-insurance) in accordance with 
the normal practice of the Contractor, or the prevailing practice in the industry 
in which the Contractor is engaged with respect to similiar property in the same 
general locale. 

The perils as set forth in (I) and (II) above are hereinafter called “excepted 
perils.” 

The term “Contractor’s managerial personnel” as used herein means the Con- 
tractor’s directors, officers and any of its managers, superindents, or other equiva- 
lent representatives who have supervision or direction of (1) all or substantially 
all of the Contractor’s business; (II) all or substantially all of the Contractor’s 
operation at any one plant or separate location in which the contract is being 
performed; (III) a separate and complete major industrial operation in con- 
nection with the performance of this contract. 

(ii) The Contractor represents that it is not including in the price here- 
under, and agrees that it will not hereafter include in any price to the Gov- 
ernment, any char or reserve for insurance (including self-insurance funds 
or reserves) covering loss or destruction of or damage to the Government-Fur- 
nished property caused by any excepted peril. 

(iii) Upon the happening of loss or destruction of or damage to any Gov- 
ernment-Furnished property caused by an excepted peril, the Contractor shall 
notify the Contracting Officer theerof, and shall communicate with the Loss and 
Salvage Organization, if any, now or hereafter designated by the Contracting 
Officer, and with the assistance of the Loss and Salvage Organization so desig- 
nated (unless the Contracting Officer has directed that no such organization 
be employed, shall take all reasonable steps to protect the Government-Fur- 
nished property from further damage, separate the damage and undamaged Gov- 
ernment-Furnished property, put all the Government-Furnished property in the 
best possible order, and furnish to the Contracting Officer a statement of: (A) 
the lost, destroyed and damaged Government-Furnished property, (B) the time 
and origin of the loss, destruction or damage, (C) all known interests in 
commingled property of which the Government-Furnished property is a part, 
and (1)) the insurance, if any, covering any part of or interest in such com- 
mingled property. The Contractor shall be reimbursed for the expenditures made 
by it in performing its obligations under this sub-paragraph (iii) (including 
charges made to the Contractor by the Loss and Salvage Organization, except 
any of such charges the payment of which the Government has, at its option, 
assumed directly), to the extent approved by the Contracting Officer and set 
forth in a Supplemental Agreement. 

(iv) With the approval of the Contracting Officer after loss or destruction of 
or damage to Government-Furnished property, and subject to such conditions 
and limitations as may be imposed by the Contracting Officer, the Contractor 
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may, in order to minimize the loss to the Government or in order to permit 
resumption of business or the like, sell for the account of the Government any 
item of Government-Furnished property which has been damaged beyond prac 
ticable repair, or which is so commingled or combined with property of others, 
including the Contractor, that separation is impracticable. 

(v) Except to the extent of any loss or destruction of or damage to Government- 
Furnished property for which the Contractor is relieved of liability under the 
foregoing provisions of this clause, and except for reasonable wear and tear or 
depreciation, or the utilization of the Government-Furnished property in accord 
ance with the provisions of this contract, the Government-Furnished property 
(other than property permitted to be sold) shall be returned to the Government 
in as good condition as when received by the Contractor in connection with this 
contract, or as repaired under paragraph (e) above. 

(vi) In the event the Contractor is reimbursed or compensated for any loss or 
destruction of or damage to the Government-Furnished property, caused by an 
excepted peril, it shall equitably reimburse the Government. The Contractor shall 
do nothing to prejudice the Government’s rights to recover against third parties 
for any such loss, destruction or damage and, upon the request of the Contracting 
Officer, shall at the Government’s expense, furnish to the Government all reason 
able assistance and cooperation (including the prosecution of suit and the execu 
tion of instruments of assignment in favor of the Government) in obtaining 
recovery. 

(g) The Government shall at all reasonable times have access to the premises 
wherein any Government-Furnished property is located, 

(h) Upon the completion of this contract, or at such earlier date as may be 
fixed by the Contracting Officer, the Contractor shall submit, in a form accept 


able to the Contracting Officer, inventory schedules covering all items of Govern 
ment-Furnished property not consumed in the peformance of this contract (includ 
ing any resulting scrap), or not theretofore delivered to the Government, and 
shall deliver or make such other disposal of such Government-Furnished property, 
as may be directed or authorized by the Contracting Officer. Recoverable scrap 
from Government-Furnished property shall be reported in accordance with a pro- 
cedure and in such form as the Contracting Officer may direct. The net proceeds 


of any such disposal shall be credited to the contract price or shall be paid in 


such other manner as the Contracting Officer may direct. 


(i) Directions of the Contracting Officer and communications of the Contractor 
issued pursuant to this clause shall be in writing. 

29 Furnishing of materials and supplies by the Government. (a) Govern- 
Inent’s Option. The Government may at its option and upon the determination 


by the Contracting Officer, or his duly authorized representative of the necessity 
thereof, from time to time furnish the Contractor with materials and/or sup 
plies not readily obtainable in the open market and which are required by the 
Contractor for the performance of this contract. In such event, an equitable ad- 
justment in the contract price shall be made as provided in the clause hereof 
captioned “Changes.” 

(b) Delivery and Disposition Thereof. In the event materials, supplies, equip- 
ment or other property are furnished by the Government to the Contractor under 
this contract, except such materials and/or supplies furnished under the terms of 
this clause, for installation in the products and materials or other items called 
for hereunder, or for use in connection with the performance of this contract, 
said Government property shall be delivered to the Contractor f. o. b. cars or Car 
rier’s equipment at the plant or plants of Contractor, or the point or points near- 
est thereto that rail carrier service is available, and any of such materials, sup- 
plies, equipment or other property not permanently installed in the products and 
materials or other items called for hereunder, or properly expended by the Con- 
tractor in the performance of this contract, shall unless otherwise provided 
herein, be delivered by the Contractor to the Government f. 0. b. Cars or Carrier's 
equipment at Contractor's plant or at the point or points nearest thereto at which 
the shipment can be delivered into carrier’s possession, packed for domestic ship- 
ment. 

23. Reporting of royalties—If this contract is in an amount which exceeds 
$10,000, the Contractor agrees to report in writing to the Contracting Officer, 
during the performance of this contract and prior to its completion or final settle- 
ment, the amount of any royalties or royalty rates paid or to be paid by it directly 
to others in connection with the performance of this contract, together with the 
names and addresses of licensors to whom such payments are made and either 
the patent numbers involved or such other information as will permit identifica- 
tion of the patents or other basis on which royalties are to be paid. Where the 
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Contractor's compliance with the foregoing reporting requirement is found by 
the Contracting Officer to be impracticable because of the size of the Contractor's 
business or because of the nature of its accounting procedures, the Contractor 
may furnish one or more reports, based on its established accounting periods and 
covering the entire contract period, of royalties in excess of $1,000 (if computed 
on an annual basis) paid or to be paid to each licensor on the Contractor's overall 
business, together with such other information as will permit identification of the 
patents or other basis on which royalties are to be paid, in which event the Con- 
tractor shall furnish to the Contracting Officer, upon his request and at Govern- 
ment expense, an allocation of such royalty payments to Government business 
or to the work or supplies covered by this contract: reference to any such periodic 
royalty reports, previously furnished to any Government agency and covering the 
period of performance of this contract, shall constitute compliance with the report- 
ing requirement of this clause. If this contract is in an amount which exceeds 
$10,000 and no royalties or royalty rates are paid or to be paid directly to others 
under the circumstances set forth above, the Contractor agrees so to report in 
writing to the Contracting Officer prior to completion or final settlement of this 
contract. 

24. Subcontracts.—No contract shall be made by the Contractor with any other 
party for furnishing any of the work or services herein contracted for without the 
written approval of the Contracting Officer, but this provision shall not be taken 
as requiring the approval of contracts of employment between the Contractor and 
personnel assigned for service hereunder. 





25. Inspection and audit (a) The Contractor agrees that its books and rec- 
ords and its plant, or such parts thereof as may be en in the porformance 
of this contract shall at all reasonable times be subject to inspection and audit by 
anv euthorized representative of the denartment. , 

(b) The Contractor shall cause a like provision to be included in all subcon- 
tracts hereunder 

26. Eramination of records (a) The Contractor agrees that the Comptroller 
General of the United States or any of his duly authorized representatives shall, 
until the expiration of three vears after final payment under this contract, have 
access to and the right to examine any directly pertinent books, documents, papers 


and records of the Contractor involving transactions related to this contract. 
(b) The Contractor further agrees to include in all his subcontracts hereunder 

a provision to the effect that the subcontractor agrees that the Comptroller Gen 

eral of the United States, or any of his duly authorized representatives shall, 


until the expiration of three years after final payment under this contract with 
the Government, have access to and the right to examine any directly pertinent 
books, documents, papers, and records of such subcontractor involving transac- 
tions related to the subcontract. The term “subcontract” as used in this clause 


excludes (i) purchase orders not exceeding $1,000 and (ii) subcontracts or pur 
chase orders for public utility services at rates established for uniform applica- 
bility to the general public. 

(c) The provisions of paragraphs (a) and (b) above are in addition to any 
other provisions of this contract relating to access to, retention of, and inspection 
of records 

27. Gratuities—(a) The Government may, by written notice to the Con 
tractor, terminate the right of the Contractor to proceed under this contract if 
it is found, after notice and hearing, by the Secretary or his duly authorized 
representative, that gratuities (in the form of entertainment, gifts, or otherwise ) 
were offered or given by the Contractor, or any agent or representative of the 
Contractor, to any officer or employee of the Government with a view toward 
securing a contract or securing favorable treatment with respect to the awarding 
or amending, or the making of any determinations with respect to the perform- 
ing, of such contract; provided, that the existence of the facts upon which the 
Secretary or his duly authorized representative makes such findings shall be in 
issue and may be reviewed in any competent court. 

(b) In the event this contract is terminated as provided in paragraph (a) 
hereof, the Government shall be entitled (i) to pursue the same remedies against 
the Contractor as it could pursue in the event of a breach of the contract by 
the Contractor, and (ii) as a penalty in addition to any other damages to which 
it may be entitled by law, to exemplary damages in an amount (as determined by 
the Secretary or his duly authorized representative) which shall be not less than 
three nor more than ten times the costs incurred by the Contractor in pro- 
viding any such gratuities to any such officer or employee. 
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(c) The rights and remedies of the Government provided in this clause shall 
not be exclusive and are in addition to any other rights and remedies provided 
by law or under this contract. 

28. Metalworking machinery reports.—If this contract involves the acquisi- 
tion by the Contractor of metalworking machinery for which Air Force Defense 
Order Certification has been obtained or will hereafter be required, the Con- 
tractor shall submit such reports or information relating to such acquisition, 
as the Contracting Officer may require. 

29. Renegotiation.—(a) This contract is subject to the Renegotiation Act of 
1951 (P. L. 9, 82d Congress) and shall be deemed to contain all the provisions 
required by Section 104 of said Act. 

(b) The Contractor (which term as used in this clause means the party con- 
tracting to furnish the materials or perform the work required by this contract) 
agrees to insert the provisions of this clause, including this paragraph (b), in 
all subcontracts as required by Section 104 of the Renegotiation Act of 1951; 
provided, that the Contractor shall not be required to insert the provisions of this 
clause in any subcontract of a class or type described in Section 106 (a) of the 
Renegotiation Act of 1951. 

The rights and obligations of the parties to this contract shall be subject to and 
governed by the Schedule and the General Provisions. To the extent of any 
inconsistency between the Schedule or the General Provisions, and any specifica- 
tions or other provisions which are made a part of this contract by reference or 
otherwise, the Schedule and the General Provisions shall control. To the extent 
of any inconsistency between the Schedule and the General Provisions, the 
Schedule shall control. 

The Contractor represents that the aggregate number of employees of the 
Contractor and its affiliates is: {x} 500 or more, _) less than 500. 

IN WITNESS WHEREOP, the parties hereto have executed this contract as of the 
day and year first above written: 

Tue UNITED STATES OF AMERICA, 


Witnesses: 


Nore.—In case of corporation, witnesses not required but certificate below must 
be completed. Type or print names under all signatures. 


a -  T . 

TARRY <P aE — 

Nore.—Contractor, if a corporation, should cause the following certificate to be 

executed under its corporate seal, provided that the same officer shall not execute 
both the contract and the certificate. 


CERTIFICATE 


hg She in hmeahilechisnnessedsdbi ghana ea LDS an tk ahha a ttocbed aed , certify that I am the 
wih ond iie he ROLE bana, of the corporation named as Contractor herein ; 
EE 6, cried antarisnctenideateitt aa Rei elton , who signed this contract on behalf of 
Ce COORCOECCOr, Wild UNE ace emeatinaniunnasen _....... of said corporation ; 


that said contract was duly signed for and in behalf of said corporation by 
authority of its governing body, and is within the scope of its corporate powers. 


bicicl adapta Shi ateaeaee (Corporate Seal) 
(Signature) 


ATTACHMENT I 


20. Military Security Requirements 


(a) The provisions of this clause shall apply to the extent that this contract 
involves access to security information classified “Top Secret,” “Secret,” “Con- 
fidential,” or “Restricted.” 

(b) The Government shall notify the Contractor of the security classification 
of this contract and the elements thereof, and of any subsequent revisions in 
such security classification, by the use of a Security Requirements Check List 
(DD Form 254) and Appendage thereto (DD Form 254-1). 


39982—54—-pt. 2——-6 
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(c) To the extent the Government has indicated as of the date of this contract, 
or thereafter indicates, security classification under this contract as provided in. 
paragraph (b) above, the Contractor shall safeguard all classified elements of 
this contract and shall provide and maintain a system of security controls within 
its own organization in accordance with the requirements of (i) the Department 
of Defense Industrial Security Manual for Safeguarding Classified Security 
Information as in effect on date of this contract, which Manual is hereby 
incorporated by reference and made a part of this contract, (ii) any amendments 
to said Manual required by the demands of national security as determined by 
the Government and made after the date of this contract, notice of which has 
been furnished to the Contractor by the Contracting Officer, and (iii) those pro- 
visions of written agreements entered into by the parties pertaining to the adapta- 
tion of the Manual to the Contractor’s business. 

(d) Designated representatives of the Government responsible for inspection 
pertaining to industrial security shall have the right to inspect at reasonable 
intervals the procedures, methods and facilities utilized by the contractor in 
complying with the requirements of the terms and conditions of this clause. 
Should the Government, through its authorized representative, determine, that 
the Contractor has not complied with such requirements, the Government shall 
inform the Contractor in writing of the proper actions to be taken in order 
to effect compliance with such requirements. 

(e) If, subsequent to the date of this contract, the security classifications or 
requirements under this contract are changed by the Government as provided 
in this clause and the security costs under this contract are thereby increased or 
decreased, the contract price shall be subject to an equitable adjustment by 
reason of such increased or decreased costs. Any equitable adjustment shall be 
accomplished in the same manner as if such changes were directed under the 
clause in this contract entitled “Changes.” 

(f) The Contractor agrees to insert, in all subcontracts hereunder which in- 
volve access to classified security information, provisions which shall conform 
substantially to the language of this clause, including this paragraph (f) but 
excluding the last sentence of paragraph (e) of this clause. 

(g) The Contractor also agrees that it shall determine that any subcontractor 
proposed by it for the furnishing of supplies and services which will involve 
access to classified security information in the Contractor’s custody has been 
granted an appropriate facility security clearance, which is still in effect, prior 
to being accorded access to such classified security information. 

Senator Case. Is it a standard form of contract used for all of these 
charter companies ? 

Mr. Wurre. I do not know, sir. I have not had a chance to look 
at them. 

Senator FLanpers. Are there any further questions, Senator ? 

Senator Casr. Presumably this contract sets up certain require- 
ments. There must be some standards before the company would get 
one of these contracts, I assume. 

_ Do you know whether there is any requirement of financial re- 
liability before a company gets one of these contracts? 

T ry . . 

Mr. Wuire. Theoretically there is supposed to be. But I would 
say from the record it was not too good. Theoretically nobody is 
supposed to enter into a contract with the Government unless they 
have financial responsibility. 

Senator Case. The exhibit which the staff has listed as exhibit N 
gives a list of delinquent airline accounts, fiscal year 1953; does that 
include any delinquencies prior to 1953? 

Mr. Wurre. I do not know how he prepared them. We keep 1953 
7) ‘ “* » ae A ‘ A > ‘ “« »¢£ A r 
separate as 1953, and 1954 separate as 1954, and on back, as another 
question. 

€ . Y ~ y aw ran a . 

Senator Case. Do you have any accounts that are delinquent be- 
cause of supplies rendered prior to July 1, 1953? 

Mr. Wuire. I would say “Yes.” 
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Senator Case. Will you supply the committee with a list of the 
delinquencies separated as to those which were for supplies prior 
to July 1, 1953, and those for delinquencies since that date! 

The point is that earlier testimony has indicated that the delin- 
quencies prior to that date would be payable to the appropriation fund 
for the Treasury, whereas the delinquencies since that date would be 
payable to your revolving fund. 

Mr. Wuire. That is correct. 

Senator Casr. Would you also give us a table which will show the 
date at which the contract was made with each of these airlines? 

Mr. Wuire. On that one, sir, we will give it but some of them 
would be 1-charter contracts for one and you might have 10 of those 
during this period of time. You can do it 1 of 2 ways: you can 
make a contract for 2 years with 1 airline or you can have 10 different 
trips and make 10 different contracts during that period of time. 

Senator Case. I would like to have the date of the first contract 
and if there is any 

Mr. Wuire. It might not have any relation to the amount of the 
delinquency. 

Senator Case. It might not have any relation to that but it ought 
to give some clue as to the financial stability requirements when we 
first started doing business with the airline. 

Senator Franpers. That can be obtained, I am sure. When ob- 
tained it will be put in the record. 

(The documents referred to are as follows:) 
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Mr. Wurrr. There is one statement I would like to put in the 
record. 

Prior to July 1953, Senator, there may be some esc like Pan-Am 
who fall into the classification that owes money that we do not have 
a record of. 

Senator Casz. You can so indicate. 

Mr. Wuire. Yes, sir. 

Senator Casz. Wherever you have delinquency, if there is any 
base for it, let that be indicated. 

Senator Fianpers. I may say, Senator, that we are going to call 
Mr. White next. In view of that, may we excuse Mr. Sowers? 

Senator Case. I think so. I was looking at staff exhibit which is 
labeled “Accounting Instructions No. 9.” 

I have not yet, in running down it rather hurr.edly, found any par- 
ticular reference in determining the Ainancial responsibility of the 
contracting carrier. 

Mr. Wuirter. The reason I say that, Senator, is because on the 23d 
of February a letter was issued by AMC in which they said that: 
* * * the list of contractors indebted to the United States be checked to see 
whether the carrier is listed. This would be in addition to present procedures 
for determining financial responsibility in accordance with AFBI 70-254, 
paragraph 6. 

That indicated to me when I started on this Thursday morning that 
they were prior to July 1953 checking financial responsibility. 

Senator Casr. But it does not tell us what they did, or how they 
checked it. 

I notice in this contract it says: 

Charter carriers’ certificates will then enable petroleum officers to determine 
the appropriate price to be charged for fuel issued in accordance with existing 
instructions contained in— 
then follow some identification letters— 
dated November 10, 1952. 


That does not help us much. Apparently whatever was done 
under this directive of August 1953 related back to existing instruc- 
tion of November 10, 1952. 

This goes more to directing specifications for the price, the stand- 
ard price plus 3 percent plus 15 percent will be used for charter 
sarriers rather than the standard price, and so forth. 

It goes into pricing procedures rather than contracts. That is all. 

Senator FLanpers. Mr. Sowers, we will relieve you. You might 
stay around a little while because there might be some further ques- 
tions coming up. 

Mr. Sowers. Yes, sir. 

Senator Fianpers. I may say with regard to Secretary White, 
he had been scheduled as being the last of the group called, but some 
people have the habit of reading the last part of the story first, and 
that is what we are going to do now, so that he may have time to 
attend to his regular duties. 

That is something that congressional committees do not always 
allow. I think we might establish a precedent with regard to that. 

I might say that I am one of those who, in the case of a New Yorker 
short story, takes a look at the last page because that tells whether 
or not is it a harrowing story, and if it is a harrowing story, I do 
not want to read it because I cannot do anything about it. 
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So why read about some sad situation that you cannot do anything 
about ? 

Senator Casr. Mr. Chairman, you are not suggesting that we are 
exploring something here that we cannot do something about. 

Senator Fianpers. No. That is why we are here, because we can 
do something about it. 

Mr. White, first I want to have you follow up on your own with 
any pertinent information or suggestions on this matter. You are 
at liberty to do so. 


STATEMENT OF H. LEE WHITE, ASSISTANT SECRETARY OF THE 
AIR FORCE (MANAGEMENT) 


Mr. Wurre. I would like to start off by saying that taking your 
opening statement we in the Air Force agree that title IV has been 
a big help. I would like to also say that half of the job that we face so 
far as POL is concerned was cured because we went into a stock fund 
and because that forced the Air Force into an accounting system so 
that we, at least at the present time, know who owes us money and 
how much. As I said earlier, the first that we in the Secretary’s 
Office heard about this matter was when we got the letter from your 
committee, which I think was around Wednesday. Since Wednesday, 
along with some other congressional appearances that I have had, we 
have been trying to get into this situation to find out what was wrong 
and to try to correct it. The only thing I am sorry about is that the 
committee heard about it before we heard about it in the Secretary’s 
Office, and could do something about it. In one way it has given the 
new Secretaries an idea so that in the future we will hear about these 
things. 

I am in the process of getting out various directives now. Some 
of them have been prepared and have not been sent out because it 
seemed to me that since this committee started it we should come 
over here and tell you what we have in mind. Maybe you will not 
agree with us. We would like your advice as to whether or not we 
are moving in in the right direction to take care of this situation and 
any other situations of similar nature that may occur in the Air Force. 

As I said in answer to Senator Case’s question, one of his questions, 
this problem falls into two categories. It falls into the category of 
first, the method of finding out that people do owe you money, and 
the second problem is after you find out that they owe you money, 
how do you go about collecting it? Probably part of that second 
one—— 

Senator FLANDERS. What about the third one of not selling them 
any more? 

Mr. Wurre. I was going to come to that. Part of the second one 
is whether you should ever have extended them credit in the first 
place, and maybe that should have been first. Again as I said in 
answer to one of the questions, the problem arises solely in the area 
of the nonscheduled airlines which were in the early days, at the time 
of Korea, encouraged on this broad-base philosophy to come into 
business, to enter into contracts for passengers or for cargo, and at 
the same time, because they were not too well off, they were extended 
credit for oil and other lubricants. 

Also, tied to that was another reason. It would be cheaper—you 
want to remember that the Air Force was paying for the contract— 
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to have them, when they landed on one of our bases, refuel rather than 
have them land there to pick up the cargo and passengers and then go 
to another base to get their fuel because it is the takeoffs and climbing 
up which uses a great deal of fuel. 

If I may I would talk prior to July 1953 first. The system broke 
down because they had no accounting setup. What they actually did 
was to sign up on documents called issues whenever a person came 
in and used oil or lubricants. Those issues were collected at the base 
where the oil was sold and then finally forwarded on, after a great 
lapse of time, on recaps, on a document called a request, and it finally 
reached AMC. 

Senator FLtanpers. AMC is what? 

Mr. Wuire. Air Materiel Command. 

Senator Fianpers. That is Dayton? 

Mr. Wuire. That is Dayton. Then when it was not collected there 
it went to Denver in the Finance Office, eventually GAO, and pos- 
sibly in the Department of Justice. The trouble with that system 
is that there were no checks and balances. There was nothing to pre- 
vent issues from getting lost. Each segment that was pushing the 
papers on, his responsibility ended as soon as the paper left his 
place. So there was really no check that it arrived anywhere else or 
that it was in a completed document, and if the issues themselves were 
lost there was no permanent record that you could go to to find out 
whether or not the money was owed. That is what happened prior to 
July 1953. That was corrected as far as I can see. 

I am looking into it more, but as far as I can see that was corrected 
by the installation of the stock fund on July 1, 1953, because from 
that date on everything got recorded. The problem that happened 
from July 1, 1953, on was solely the question of the original exten- 
sion of credit and two, the collection of an account that showed up on 
the record. Still staying before July 1, 1953, we are going to try to 
make an effort to go back over our records to see if there are any 
other cases like Pan-Am. 

I have a document directive already prepared to go out to our 
Auditor General to pick out the areas where most of the sales occurred 
and to see if we can find any records there, or any other place in 
the chain, on which will give us leads to money that may be owed us. 
1 am also going to have them check the contractors who were under 
contract during that period of time, and we may have to rely to some 
extent on their honesty, to see whether or not they admit, as Pan-Am 
did, that there is some money owed to us. 

Senator Case. Do you mean that the person receiving the gasoline, 
the commander of the ship or whoever it was, actually was procuring 
the delivery and did not sign any kind of slip or receipt showing it? 

Mr. Wurre. These issues were signed but those are the things which 
may or may not have been lost. The thing that gives me the lead 
is the Pam-Am letter because we have no record of Pan-Am. Here is 
Pan-Am 

Senator Case. You had no record of Pan-Am? 

Mr. Wurre. We had no record of Pan-Am. 

Senator Casr. When did they start getting supplies according to 
their own admission ? 

Mr. Wuire. I do not remember. Senator Flanders has it. 
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Senator Casr. Mr. Rhodes’ suggests it is 1951. What does their let- 
ter or admission, whatever form it took, suggest as to the—— 

Mr. Wurrtr. I think it is 49,000 gallons. 

Senator Case. Received between what dates? 

Mr. Wurre. I would say between 1951 and probably July 1, 1953, 
is it not, Mr. Rhodes? 

Mr. Rwopes. Deliveries were apparently made in 1950 and 1951, 
according to this disposition form. 

Senator Casr. Mr. Chairman, may I read a paragraph? 

Senator Fianpers. Yes. 

Senator Casr. This appears to be a letter from R. J. Engle, Chief 
of the Reimbursement Branch, Central Procurement Financial Di- 
vision, Comptroller, for the attention of Mr. Jones: 

Enclosed is letter dated January 25, 1954, from Middletown Air Materiel Area 
‘with attached copies of letters dated September 15, 1953, and January 7, 1954, 
from Pan American World Airways System. A list of unbilled deliveries has 
been furnished by the airline. The letters were referred to this headquarters 
since deliveries were made in 1950 and 1951 which is prior to the time that 
billing responsibility was transferred to Middletown. However, as your office 
is aware, the governing regulations during that period (AFR 67-53) provided 
that shipping documents be sent to the Supply Division (old symbol 
MCMSQM31), this headquarters. That operating element was decentralized 
to Middletown in 1952. Therefore, it is requested that further action be taken 
through your office in an effort to obtain copies of the necessary documents from 
the supply officer. 

“2. In previous correspondence, ‘Pan American’ has indicated 
willingness to pay in those cases where they have a delivery ticket or 
know the applicable AF voucher number even though the original AF 
supply copies are not available. Therefore, it would seem prudent in 
those instances to have the responsible supply officer prepare shipping 
documents based on the delivery information furnished by the airline 
regardless of the fact. that the file copies may have been destroyed. 
This would benefit both parties since the Air Force would collect 
money due and the airline could eliminate the contingent liability 
from their records, which they are anxious to do. In those instances 
where the airline has only an estimated amount shown, with no ticket, 
it will be necessary to furnish copies of the applicable issue documents. 
However, if a further search fails to uncover any trace of the original 
documents, it is suggested that issue slips also be prepared for these 
deliveries based on information furnished for submission to Pan 
American.” 

It was suggested that you might make out some new issue slips 
based upon the admissions of Pan-Am? 

Mr. Wuirr. Yes, sir. Weare going back in an attempt to clear up 
the situation before July 1, 195 3. We have to weigh against two 
things, one the tremendous cost that might be involved in trying to 
find it out, against what the results w ould be. But we think we have 
a simple sy stem which will produce a majority of the accounts that 
are due us prior to July 1953. The other end of the problem is the 
extension of the original credit and the collection. Even since the 
stock fund—as I say, I have only taken a look at it in the last 2 or 3 
days—it seems to me there are certain errors that the Air Force is 
operating under in trying to collect. One, I think the time period is 
too long. Somehow or other we have to shorten the period of time in 
which somebody in a responsible position finds out that an airline is 
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not paying its bills. We also should, I think, consider as to whether 
or not we should grant credit at all in these situations. There will be 
probably a great deal of unhappiness about it, particularly because 
this involves small business and the stopping of the credit may put 
some of these nonscheds out of business. 

The other possibility, rather than stopping the credit, would be to 
see that they get the same type of arrangement that I mentioned 
earlier which would be that an oil company would guarantee the pay- 
ment to us. 

Senator FLanpers. May I stop you there for a moment? Presum- 
ably the price which the Government pays for the charter or for the 
contract 1s very much more or considerably more than the cost of 
the fuel. 

Mr. Wurre. That is right. 

Senator Fianpers. Is there not some way of collecting those two? 

Mr. Wurrr. We consider that, Senator, and we have this in mind— 
this is another document that I have that is going out: on the con- 
tract it would be easy because the contract, as I said, covers a long 
period of time, or relatively long period of time—a year, 6 months 
or 2 years. On those there is no question that some system could be 
worked out whereby you could hold back from the contract price an 
amount of money in escrow to cover the amount of credits that are 
going to be used during the period of time. You might come out with 
a system like this: where you would give a document to each of the 
companies that is coming in and asking for credit, and when they got 
credit the man who put the oil in the plane could endorse on it the 
amount of gas and the dollars, and then before they could collect on 
the contract price they would have to turn this document in along with 
a certificate that this is all that is owed. 

In that way the agency in the Air Force that is paying on the 
original contract could deduct that amount before they make the 
payment. 

Senator Case. Mr. Chairman, this is an amazing operation. I 
thought the ordinary rule in dealing with the Government was that 
if you had a claim against the Government that the Government did 
deduct and took a setoff for whatever you might owe the Government. 

Mr. Wuirr. They do. The weakness in the system up to date has 
been that the men got their payment before the person who made the 
payment got the word that the company owed the Government money. 

Senator Case. Is not some voucher or some sworn statement re- 
quired for the presentation of the claim to the Government ? 

Mr. Wuirr. My information is that as of now, until these papers 
get out, that was not required. 

Senator Fianpers. You say it is more difficult to apply the charges 
against the payment in the case of a charter than it is in the case of 
contract ¢ 

Mr. Wuire. The reason for that is that under the charter, that is 
one voyage. The man makes a trip and he is back and he submits his 
document for payment. It would be a longer period of time before 
the payment could catch up—before the requirement for the amount 
of money could catch up with him. He could handle that, too, I think, 
with this certificate that I just mentioned, or with an agreement 
ahead of time that a certain percentage of the contract price be held 
back until all the documents come in. Somehow or other we have 
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got to get word to the person who makes payment on the contract of 
the fact that the other party, the non-Government party, owes the 
Government some money. 

I am sure we will have the thing worked out, I would say, by the 
end of next week. There will be some systems in effect that will take 
care of these things so it will not happen again. 

Senator Fianpers. Going back to this charter situation for a mo- 
ment, and following up your suggestion of the document delivered 
to the man in charge of the ship indicating a liability on the part 
of the ship, would it not be aman to deliver the same sort of docu- 
ment on the one-trip run and require the operator to furnish that 
certificate to indicate his liability and hold up payment until a cer- 
tificate which was obviously comparable to the distance flown were 
presented ¢ 

Mr. Wuire. It would be. 

Senator Fianvers. It seems that you could take care of the char- 
ter situation by that means as well as take care of the other operation. 

Mr. Wurrr. The only difference between the two is that if there 
is anything wrong with that original certificate, if you have a con- 
tract operation, you have subsequent funds that you can offset against, 
whereas with the charter you do not have. 

Senator Case. Mr. Chairman, in noting the exhibit which embraces 
the letter from Pan American World Airways System dated Janu- 
ary 7, 1954, and the reconciliation which follows in a table thereafter, 
I note that on the first 25 deliveries between July 6, 1950, and March 
12, 1951, there were 25 entries apparently, or deliveries of gasoline, 
but on 20 of the 25 in the remarks following the gallonage it is 
stated “Estimate, no ticket.” And only on 5 of the 25 is there the nota- 
tion “Have delivery ticket.” In the first place that would suggest 
to me pretty sloppy handling of it if they do not deliver a ticket. In 
any event the ticket that is made at the time could be a ticket which 
had a double carbon so that both the copy kept in a bound book by 
the station issuing the gasoline would have a key number correspond- 
ing to the delivery ticket issues to the person or the ship getting the 
gasoline, and the settlement even on a charter could require turning 
in those tickets and a certificate that that includes all the deliveries 
received. 

Senator Franpers. Take the case of a charter trip, only a matter 
of a day or two at the most before the contract is completed with 
stops made at such and such an airport. Is there a means for esti- 
mating with some accuracy the amount of gasoline and oil that it 
already holds? Is that common in an airship? 

Mr. Wurre. I do not understand you, sir. 

Senator Fianvers. I am thinking about the fuel tank in my oil 
heating. I can pump a little air into a gage and I know how many 
gallons are in the tank. The man who delivers the oil on behalf of 
the Government, does he know how much oil and gasoline are in the 
tanks of that ship already? Is there any means of knowing? 

Mr. Wuire. I would assume—and I probably should ask some- 
body—that a standard plane takes so much gas and oil. So if he 
fills it up, the difference between what he puts in and what he can 
hold would be in the plane already. 
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Senator Fianpers. Then he makes his flight and maybe a nonstop 
flight, and arrives at the end of his trip and there is no way of checking 
then on it except by filling it up again on that basis. 

Senator Case. As far as the Government is concerned, possibly, 
although every ship carries some sort of measuring device. It seems 
to me that you are up against the problem there that on certain 
occasions the load might be heavier than otherwise, the pay load might 
be heavier so that the amount of gasoline taken on at a particular 
stop would vary somewhat. 

Mr. Wurre. That is right. 

Senator Casr. The more accurate system would require a system 
of using double carbons on the sales or delivery slips. You talked 
about the gage. I know how they handle it in connection with the 
gasoline that you buy where you seek a gas tax refund in States where 
the gas tax is refundable. 

Senator Fianpers. You can tell how much you pump in. This is 
really an extraneous matter. I hate to raise this but I was wondering 
how much Government gas he went off with after finishing his run. 

Mr. Wuire. It would make no difference so long as he had to pay 
for it. 

Senator FLanpers. So long as he pays for it it makes no difference? 

Mr. Wuire. The system is really the one that Senator Case talks 
about, if we had a system whereby, when we put the gas in, X num- 
bers of gallons, he owes us for those X numbers of gallons, it would 
make no difference to us how he used it as long as we got our trip done 
and he paid for the gas. 

Senator Fianpers. This contract carrier starts off at a given air- 
port. He fills his tanks and he gets a slip indicating what has been 
put in and the value. A slip is kept, and according to Senator Case’s 
suggestion two slips are kept. Does the officer in charge of that air- 
port know where the voucher for that trip will go? 

Mr. Wurrr. It will go to Middletown. 

Senator Fianpers. It will go to Middletown. Then can he not 
make a special flight in a fast plane to Middletown and get that carbon 
there before the voucher for the payment of that trip arrives there? 

Mr. Wurre. It might be relatively expensive. 

Senator FLanpers. I of course was just speaking facetiously about 
that fast plane. I was thinking about regular mail. 

Senator Case. Mr. Chairman, he has to present his plane somewhere 
in order to get payment. If you use a multiple system of slips with 
reverse carbons and serially numbered the signatures for the delivery 
will appear clear through the whole series of slips and on the reverse 
sides so that they cannot be forged. One of those slips delivered to 
him he has to attach to his voucher asking for payment; then it is 
automatically cleared at the time he gets his payment. 

Senator Fianvers. If the claimant for payment goes to Middletown 
it does? ; 

Mr. Wurre. The claim for payment does not go to Middletown. It 
goes to the Air Materiel Command. 

Senator Fianpers. Then if the claim for payment goes there it 
would seem possible to get the carbon there just as soon as the claim 
for payment comes. 
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Senator Case. Mr. Chairman, Mr. Rhodes reminds me that some of 
these payments may be on Army or Navy contracts. The Army 
or Navy may have the contract as well as the Air Force for the cargo 
and then they would pay for it. In fact, I think that this slip, that 
accompanied the Pan-Am letter, was the Army reconciliation. But 
in any event, wherever he presents his claim for payment, if he ever 
presented with his claim a copy of the delivery slip that had a number 
serially numbered with the others and reverse carbons, he automati- 
‘ally would not get his pay until he presented his delivery slips with a 
certificate, a sworn statement that that included all the deliveries he 
received. 

Mr. Wurrr. What we have been considering this last week is some- 
thing a little different than that, and that would be a certificate docu- 
ment on which the airbase would note on the document itself, in addi- 
tion to our regular note— the thing to do is to keep it separate for this 
reason: The actual recording has to be at Middletown. That is where 
the stock fund is set up. They are operating the stock fund for POL. 
We have two problems here, one is to get it recorded on the accounting 
system whcih would mean that some record would have to go to 
Middletown and get on the books there. The thing we are talking 
about is to make sure that no person who is collecting money from the 
Government owes the Government money. That could be handled 
with a certificate at which the base officer, when he fills out his own 
papers, marked on it such and such a date, so many gallons, worth so 
much money, were put into this plane. Then when the company came 
to collect at AMC the requirement would be that you have to submit 
your certificate. 

Unless they forge a certificate, which would make them criminally 
liable, if they certified their certificate, immediately AMC, who would 
be paying them the money, would know how much oil and gas they 
have bought during the trip. 

Senator FLanpers. It seems quite evident that—if I am wrong let 
me know—that you feel there is a looseness or slackness which needs 
to be remedied. 

Mr. Wuire. I certainly do. 

Senator Franpers. And that you are diligent in your desire to 
remedy the situation ? 

Mr. Wuirte. I started 1 hour after I got the letter from your com- 
mittee. 

Senator Fianvers. And you did not get it until last Wednesday ? 

Mr. Wuire. That is right. 

Senator FLanpers. Maybe we should have gotten it to you earlier. 
As a matter of fact, we did not get all the information until within 
the last few days. 

Senator Case. Have you any idea at all as to how many of the delin- 
quent companies are out of business? 

Mr. Wuire. I do not have. Someone else in the room might have. 
Does anyone here know how many of the delinquent companies are 
out of business? 

Mr. Hizert (Philip F. Hilbert, Assista1.t for Materiel, Office of 
Deputy Chief of Staff, Materiel, Air Force). I believe two, sir, in 
bankruptcy. 

Senator Case. What is the amount of their delinquent accounts? 
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Mr. Wurre. May I furnish that for the record? I do not know if 
anybody has it offhand. 

Mr. Ruopes. The clerk furnished me a letter dated March 19, 1954, 
from Headquarters, Air Force, Finance Center, Denver, Colo., and he 
gives me the information that the Continental Charters and United 
States Airlines are the two companies in bankruptcy. i 

Mr. Wuirr. I think it is the United States Overseas Airlines. No, 
I am told it is United States Airlines. 

Senator Casr. By reference to this letter, Mr. Chairman, Conti- 
nental Charters went on the list June 25, 1953. The amount to be 
shown on April 1, 1954—that would be the present delinquency—is 
$30,327.61. The United States Airlines which went on the list Decem- 
ber 24, 1952, with $15,598.23 has a total delinquency of $142,496.01. 

Mr. Chairman, this is an informative letter from Mr. Russell, Chief 
of the Settlements Division, dated March 19, 1954, from the Air Force 
Finance Center. It is directed to the investigation Staff, attention Mr. 
Waldron. Is there any objection on the part of the staff to putting 
it in the record at this time ? 

Mr. Ruopes. No, sir, 

Senator Franpers. It will be put in the record at this point in the 
testimony. 

(The letter is as follows :) 

HEADQUARTERS, AIR Force FINANCE CENTER, 
Denver, Colo., March 19, 1954. 
SBDD-1/159 Commercial Airlines indebted to United States. 
PREPAREDNESS INVESTIGATION STAFF, 
Washington, D. C. 
(Attention Mr. Waldron.) 

The following information is furnished in connection with folders of commer- 

cial airlines forwarded your headquarters under separate cover, March 19, 1954. 


Amount to 
Amount first | Amount now | be shown on 


Airline Date on list on list | Apr. 1, 1954, 
change 

Continental Charters June 25, 1953 $19, 436. 59 $25, 368. 09 $30, 327. 61 
Miami Airlines Dec, 24, 1952 2, 684. 67 13, 855. 78 16, 616. 83 
Federated Airlines _ - July 17,1953 | 2, 995. 14 | 4, 762. 83 5, 684. 73 
United States Overseas Airlines, Inc do 6, 992. 85 10, 848. 56 45, 131. 26 
United States Airlines Dec. 24, 1952 15, 598. 23 | 27, 044. 21 142, 496. 01 
Conner Airlines do | 5, 121.15 | 1, 003. 81 64, 004. 31 
Lake Central Airlines | June 22, 1953 | 20, 899. 20 33, 658. 65 38, 186. 51 
Consolidated Airlines... | Sept. 25, 1953 682. 04 682. 04 | No change 
Regina Cargo Airlines Dec. 24, 1952 1, 860. 00 1, 860. 00 | No change 


The following to be added to list April 1, 1954, for amounts indicative: 


IOI OO et steel Ancient dass instantiate $611. 58 
cia lala als dina teeta namin eceonicnaaaenanstannanhieaatoapmamantts 180. 35 
PITRE "Un TI NN i recive om neers sopwictnanceansaen ts netiancbiathecaleads 355. 00 
Southern Air Transport------ rinianiniss snes eta d dha ipie: See: 172. 79 
a > TA i i 8 in Rie ic eis is a lpmemepichababplliecistl csteabitiancanan alltel 344, 15 
SN I ite Sak si ciptinimenisiabeaersablcniprestillssnaeandocdiandlal 2, 951. 71 
ee Sa icenenaantecnipeneb steeds iseinibperiomrenean 12, 563. 66 
CI a i tle cl CAE 491. 02 
I en I Taher tp sap teinab tadhh btenndet hb enedied 1, 464. 86 
North American Food Carriers___._------ tbRGed dpe ieee 12, 885. 85 
Eeonomy Airways, Inc___--- scieglcibaae a as 7, 416. 15 
mT I nn li sstibtn Senile i il 362. 17 
Bie Re PRIN operearieretrercctincnaectinenececves emeeahas Cae 253. 15 
World Wide Airlines____ a sai dialer ine ag tap tahcetictanvasdbiaeandicsatieen sinciiesasinniaasaiiiaieibaii 211. 59 
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ee i RI LR a a a Be $1, 746. 53 
Alp Tr ahwoett AseoGates 3G) i el oe 7, 211, 33 
CI Fe i rhein wer tiedes vse si nena ate eaneanade ede 1, 504. 86 
MARES Bie TTROEE Oi on cccaannussncadasnennn cone 10, 718. 50 
C§onsgal Gare, iRe@....cc.. 5. ib shop talentless seca 652, 26 
CW Ba as i Se ectie icctbcimancicmdecgediedawtal ea dae 9, 988. 28 


Airlines shown as entered on list December 24, 1952, may have been entered 
prior to that date; however, this headquarters has no lists on file prior to that 
date. 

Sincerely, 
H. E. RUSSELL, 
Colonel, USAF, 
Chief, Settlements Division. 


Senator Firanprrs. Senator, do you have any further questions? 

Senator Casr. Not at this time. I commend him for getting on to 
this thing. It seems to be one of the situations where the thing has 
been going on for a long time, and had it not been for the stock fund 
having been established and a new policy instituted on the 1st of July 
last, the thing might have been going on indefinitely at a constant ac- 
cumulation of debts owed to the Government that nobody knew any- 
thing about and could not prove. 

Senator FLanpers. And unless it is straightened up under the stock 
fund with its rovolving fund we could imagine that with these losses 
each year that the revolving might finally come to a stop. So we have 
every expectation that the old wheel will keep on going under your 
careful administration. 

Mr. Wurire. I cau assure you that today and every day for the next 
week orders are going to be going out to try to get this straightened 
out. Some of the facets we m: y want to take another look at to see 
what it will cost us in administration to run it. We have to come up 
with a simple system. It seems to me that it is not much more diffi- 
cult than to credit sales. When I take my car and move from here 
to Texas I have a credit card which allows me to buy gas at an oil 
company and somehow or other they catch up with me by the begin- 
ning of the month and I pay my bill. We have to come out with 
some systems similar to that. 

Senator Fianpers. Secretary White, when you have completed 
your plans for doing away with this particular difficulty will you re- 
port them to me? 

Mr. Wurrte. I certainly will. 

Senator Fianpers. I will go over them with the other members of 
the committee. 

Mr. Wuire. Would you like it by letter, sir? 

Senator Fianpers. Yes, I think that will be satisfactory. 

Thank you. 

Mr. Wuire. Is there any need for me to stay any longer? 

Senator Fianpers. We heard you early so that you could get away. 

Mr. Wuire. Thank you, sir. 

Senator Fianpers. If you will get away and remedy this situation 
I think it will be time well spent. Thank you. 

Mr. Wurre. Thank you, Senator. 

Senator Fianpers. I am now working from back to front. I will 
next call Miss Brewer, Chief of the Commercial Accounting Section, 
Settlement Division, Air Force Finance Center, Denver, Colo. 

Miss Brewer, will you take this seat? I suppose alphabetically you 


are CCASSDAFFC, Denver, Colo. ? 
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STATEMENT OF MISS M. R. BREWER, CHIEF, COMMERCIAL 
ACCOUNTS SECTION, SETTLEMENT DIVISION, AIR FORCE FINANCE 


CENTER, DENVER, COLO. 


Miss Brewer. That is right, sir. , L 

Senator Fianpers. I am glad to make your acquaintance. We have 
not gotten back to Dayton yet in this line of transmission of docu- 
ments. I am calling you at this time because you have come a long 
way and maybe want to get back home again. I do not want to detain 
you too long. We would like to know, Miss Brewer, when delinquen- 
cies have piled up in Dayton they are eventually forwarded to you; 
is that right? 

Miss Brewer. Yes, sir. 

Senator Franvers. What becomes of them? 

Miss Brewer. We do take action, further action in an attempt to 
collect it. 

Senator Franpers. You again endeavor to collect from the delin- 
quents ¢ 

Miss Brewer. We write one collection letter. And at the same time 
we place them on this list which is referred to in that letter from Air 
Force Finance Center. That is a list, published by the Army, of con- 
tractors indebted to the United States. But there again it takes 
some time to get it published and distributed. It is distributed to all 
finance officers, all over. 

Senator Case. All finance officers of what? 

Miss Brewer. Of not only Defense but other agencies and other 
departments, because that list is used by various departments and 
agencies, 

Senator Franpers. You endeavor to get it into the hands of the 
finance officer of every branch of the Government using outside 
carriers in its work? It goes to the finance officers. Are the finance 
officers, so far as you know, responsible for the drawing up of contracts 
in the first place ¢ 

Miss Brewer. No, sir; they are not. 

Senator Fianpers. So while it goes to them it would not prevent 
some other official in some branch of the Government from initiating 
a new contract with the delinquent carrier? 

Miss Brewer. That is right. 

Senator Fianvers. There seems to be a loophole there in the infor- 
mation service. I suppose, however, that the number, so far as you 
know, the number of officers and officials in all branches of the Govern- 
ment is so large that you would never know or be able to predict when 
one of them might pop up with a contract he had been given. 

Miss Brewer. We would not know about a finance officer making a 
payment under any contract with that contractor. 

Senator Fianpers. You can, then, be in a position to question pay- 
ment quite directly and quite surely ? 

Miss Brewer. Yes, sir; and placing the name of the contractor on 
the list does not mean that new contracts may not be made. 

Senator Case. Mr. Chairman, do these notices of delinquencies go 
to the officers who make settlement, that is, who pay the contractor 
whatever the Government may owe? ‘ 

Miss Brewer. Yes, sir; they do. 


#4 


TITLE IV, NATIONAL SECURITY ACT, 1947 299 


Senator Fianpers. But a long time after. 

Miss Brewer. That is the trouble. 

Senator FLanpers. The contract may have been settled. 

Miss Brewer. In the case of a contract we might catch it in time 
but on these charter flights I do not know even who makes payments 
on those charter flights or how promptly they make the payments. 
I know that the finance officer in a case of that kind would not have 
a copy of this list in his hands before making payment. 

Senator FLanpers. So far as your functions are concerned, do they 
end with — placing of the airline on this list, this delinquency list? 
Is that as far as you can go? 

Miss Brewer. No. If we do not effect any collection we have, until 

’ recently, been referring those cases to the GAO for certification and 

for subsequent referr: al to the Department of Justice. 

Senator Fianpers. Have we any witness that will take up this 
question of the jurisdiction of the GAO? 

, Mr. Morse. No, sir; we do not. There is correspondence in the rec- 
ord which brings forth clearly GAO’s inability to collect when the 
amount is not a liquidated firm amount. 

Senator Case. I noted one of the letters in the exhibit which the 
staff has arranged. One of them complained of the fact that they 
would get one notice of a delinquency and then shortly after they 
would get additional notices and it was impossible for them to proceed 
unless ‘they could get a final statement of indebtedness. They got 
little driblets here and there and they felt that they were not in a 
position to proceed. 

Miss Brewer. That is their complaint, that they do not get the entire 
billing at one time, and they cannot establish it. 

Senator Fianpers. And that would be due to the fact that on a con- 
tract basis the airline was still in operation and still accumulating 
delinquencies. It would seem as though what we heard, Senator, from 
Secretary White, of getting at it from that end, is the way to stop that 
situation. 

Senator Casg. It seems to me there should be a sworn statement by 
the contractor, whether on chartered flight or long-term contract, that 
he is not indebted to the United States or if he is indebted it must be 
accompanied with a listing of his supplies or services that might have 
been received in the course of the prosecution of that particular con- 
tract at the very least. 

Senator Fianpers. You mentioned, Miss Brewer, that you at times 

t referred the matter to the Department of Justice as well as to the 

GAO? 

Miss Brewer. No, sir; you misunderstood me. The GAO refers 
it to the Department of Justice. 
Senator FiLanpers. It goes through GAO to the Department of 

Justice ? 

Miss Brrwer. Yes, sir. GAO makes further attempts at collection 
and if unsuccessful they refer the matter to the Department of Justice. 

Senator Fianpers. Are there any further questions, Senator Case? 

Senator Case. You think then that delinquents have received pay- 
ments from the Government since they have been placed on the de- 
linquent list ? 

Miss Brewer. I do. 


39982—54—pt. 2——_-7 
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Senator Case. Has your office ever been given any authority to cor- 
rect the delinquent accounts receivable situation ¢ 

Miss Brewer. Yes, we have. 

Senator Casr. What was that? 

Miss Brewer. We thought that some action should be taken and 
we came into headquarters. Materiel has given us that authority. 
We have taken some action in trying to establish some procedure 
whereby that could be successfully done. We are investigating the 
matter now. 

Senator Case. When was that authority given you? 

Miss Brewer. I do not recall the date. 

Senator Case. If not a specific date, approximately. Was it last 
fall? This spring? 

Miss Brewer. It was in the fall. 

Senator Case. Do you recall the nature of the authority ? 

Miss Brewer. I think it was November or December. 

Senator Case. Do you recall the nature of the authority that was 
given you? 

Miss Brewer. Yes. It was qualified. You have the file, Mr. Morse. 

Mr. Morse. Yes, I do. 

Senator Case. Were you given authority to stop credit? 

Miss Brewer. Depending on certain actions we would take prior to 
making a decision to discontinue credit. 

Senator Case. Do you still have that authority ? 

Miss Brewer. Yes, we do. 

Senator Case. The staff memorandum suggests that: 

The people of the Air Force Finance Center in Denver interpreted the memo- 
randum to mean that the responsibility for the collection of the delinquent ac- 
counts was being assumed by Headquarters, USAF and that the Finance Cen- 
ter in Denver was being relieved of its responsibility to collect them. Addition- 
ally the message was interpreted to countermand the authority, previously given 
by the Air Force Finance Center, to order major air commands to stop credit 
to delinquent debtors. 

Do you know when that change came? 

Miss Brewer. No, I do not. 

Senator Case. This is a staff memorandum ? 

Mr. Morse. Yes, sir. 

Senator Case. Mr. Chairman, the staff memorandum reads as fol- 
lows, and I think there is a paragraph here that we will have to get 
in the record in order to clear up this apparent confusion. I will read 
it and ask Miss Brewer to comment on it. 

People at the operating level at Middletown and Denver have long been cog- 
nizant of the disorder which has resulted from the additional extension of credit 
in the sale of aviation fuels to delinquent contracts. Last August the Air Force 
Finance Center requested authority to direct major air commands to cease 
granting credit for aviation fuels to any debtor whose account had been de- 
clared uncollectible. 

That corresponds to what Miss Brewer said. 

Miss Brewer. There is an error in the date. It was not August. 

Senator Casr. Was it earlier or later? 

Miss Brewer. Later. 

Senator Case (reading) : 


Such authority was granted, the commander of the Air Force Finance Center 
being so notified by memorandum dated December 29, 1953. 


a 
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That apparently was the date of the memorandum that you got the 
authority to suspend credit ? 

Miss Brewer. Yes. 

Senator Case (reading) : 

A copy of that letter, tegether with two earlier letters on the same subject are 
attached hereto and marked “Exhibit K.” Pursuant to the time that effective 
action could be taken prior to this authority to stop credit, a teletype request 
was received by the settlements division of the finance center asking for the 
transfer of the files pertaining to the indebted contractors to the Office of the 
Director of Finance, Headquarters, USAF. In this connection it was stated— 
and then follows in quotes— 


These cases will be the subject of constant consideration here and I would like for 
the cases when made up in separate folders to be airmailed to me for immediate 
handling at the secretarial level. 


And then followed the sentence I earlier read: 


This was interpreted, and reasonably so, by the people of the Air Force Finance 
Center in Denver to mean that the responsibility for the collection of delinquent 
accounts was being assumed by Headquarters, USAF, and that the finance center 
in Denver was being relieved of its responsibility to collect them. Additionally, 
the message was interpreted to countermand the authority, previously given to 
the Air Force Finance Center, to order major air commands to stop credit to de- 
linquent debtors. 

Do you have a comment on that ? 

Miss Brewer. No. ‘That was our interpretation at the time it was 
received. 

Senator FLanpers. However, it did not to your mind affect the 
practice of furnishing information to the finance center ? 

Miss Brewer. No. sir. 

Senator FLanpers. You still furnished information indicating that 
certain carriers were delinquent ¢ 

Miss Brewer. That is right. 

Senator FLanpers. You felt that was as far as you could go in view 
of this letter from Air Force Headquarters ¢ 

Miss Brewer. We held up all action when we received that, insofar 
as trying to set up some procedure. But we took the same action on 
the delinquent accounts in reporting them and putting them on the 
list. 

Senator Casr. Mr. Chairman, with reference to the letters attached 
in exhibit K, I think they pretty well confirm the observations of the 
staff in their memorandum and I think they are so pertinent that a 
couple of paragraphs should be called to your attention. 

On December 8, 1953, W. S. Harris, lieutenant colonel, United States 
uir force, executive director of Finance, referred to a communication 
from the Air Force Finance Center, Denver, quoted as follows—this 
is Air Force Finance Center, Denver: 

1. At present 14 nonscheduled airlines have been reported as indebted to the 
United States. Subsequent to the reporting of the initial indebtedness, additional 
eredit for supplies has been granted 5 of the 14 debtors. 

2. The General Accounting Office has stated that formal proceedings cannot be 
instituted until the amount of the indebtedness has been firmly established. The 
granting of further credit by Air Force agencies precludes the establishment of 
definite amounts, consequently placing the Government's interest in jeopardy. 

3. It is recommended that authority be obtained and vested with the Air Force 
Finance Center to direct the major commands to cease granting credit to any 
debtor whose account has been declared uncollectible. 
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That was the request of Denver to get authority to do something 
about this. Under date of December 18, 1953, Col. Darrell G. Welch, 
United States Air Force, Chief of the Fuels and Materials Divisions, 
Office of the Deputy Chief of Staff, Materiel, wrote to the Director of 
Finance on this subject and said: 

1. This office has no objection to vesting with the Air Force Finance Center 
the decision to cease granting credit to any debtor whose account has been 
declared uncollectible. 

But then it goes on to say, in paragraph 2: 

2. Since most contracts provide credit sales of fuel we feel that, before ceasing 
to grant credit, the finance center should first contact the contracting officer to 
determine the effect of stopping credit issues on the execution of the contract. 

3. Although the stock fund accounting system shows up accounts in arrears 
so far as fuels are concerned, it would not show uncollectible accounts for other 
items. Therefore it is acceptable to our office for the finance center to make 
decisions as to when to cease granting credit. 

Miss Brewer, since December 18, 1953, has Air Force Finance Cen- 
ter, Denver, been making determinations on the granting of credit? 

Miss Brewer. No, we have not, because in accordance with the 
request in that communication, we have gone out to different com- 
mands to get their comments and suggestions. 

We felt that we were not in this area all alone. I have not had 
replies from all of them yet. I think he has copies of those letters 
there. 

Senator Fianpers. The Air Force directive would seem to, as it 
has been read and as we see it, it seems to have relieved the Denver 
office of a responsibility which it was preparing to take up. 

Senator Case. It would seem to be true, and apparently they did so 
interpret it. And since that time they have not stopped credit. 

Miss Brewer. No; we have not. The whole matter is pending at 
this moment. 

Senator Casz. It would seem to me, Mr. Chairman, that we ought 
not to interfere with the execution of contracts if the payment was 
required at the time that the Government settled its account. 

ee FLanpers. It would seem as though the attack on this prob- 
lem for the future lay along that line. 

Do you have any further questions of this witness, Senator ? 

Senator Casg. No. 

Senator FLanpers. You are excused, and thank you. 

Miss Brewer. Thank you. 

Senator FLanpers. Colonel Corwin, of the Directorate of Finance, 
Headquarters, United States Air Force, is prepared to testify on this 
last point that has been brought up of the apparent taking over by 
the Air Force of this question of delinquent airlines. 

Colonel Corwin, will you come up? For the record, will you state 
your position ? 


STATEMENT OF COL. THOMAS P. CORWIN, DEPUTY DIRECTOR OF 
FINANCE, HEADQUARTERS, UNITED STATES AIR FORCE 


Colonel Corwin. Yes, sir. Iam Deputy Director of Finance, Head- 
quarters, USAF. 


Senator Fianpers. Was it the intention of the Air Force to take. 


over responsibility for delinquencies? 


ta ae 


cla. 
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Colonel Corwin. No, sir; it was not. 

Senator FLANnpeErs. It was the intention to leave that responsibility, 
to place that responsibility or to leave it in the Denver Finance 
Office ? 

Colonel Corwin. That is correct, sir. 

Senator FLianpers. Let’s look at that letter again. 

This is an extract from a teletype. It does not give the date, but 
sometime in January. The excerpt reads: 

These cases will be the subject of constant consideration here— 
that is Headquarters, United States Air Foree— 
and I would like for the cases when made up in separate folders to be airmailed 
to me for immediate handling at the secretarial level. 

It was that sentence that was interpreted by the people of the Air 
Force Finance Center in Denver to mean that the responsibility for 
the collection of the delinquent accounts was being assumed by Head- 
quarters, USAF, and that the Finance Center was being relieved of 
its responsibility to collect them. 

What is your comment on that, sir, or your explanation ? 

Colonel Corwin. These cases had come to the attention, it is my 
understanding, Senator Flanders, of Mr. Bradley Nash, who is Deputy 
for Civil Aviation in the Office of the Secretary of the Air Force, the 
overall office. 

It is my understanding and my firm belief that it was never Mr. 
Nash’s intention to relieve the Air Force Finance Center of its collec- 
tion responsibility, which it has been carrying on for some time; and 
the teletype, in my opinion, contains an unfortunate choice of lan- 
guage, insofar as it says, “will receive attention at the highest level,” 
or something to that effect. 

Senator Fianpers. It says “for immediate handling at the secre- 
tarial level.” 

Colonel Corwin. Yes, sir. That, I believe, sir, is an unfortunate 
choice of language. It was made by a gentleman in my office and it 
was not his intention to convey the impression to Denver that they 
were thereby relieved of responsibility and that responsibility would 
be transferred to Headquarters, USAF. 

In support of this statement I might add that since your letter w 
received in our headquarters I have had possibly 5 or 6 telephone 
conversations with General Scott, the Commander, Air Force Finance 
Center, and he does not so interpret his responsibility as to feel that 
he is now relieved from responsibility for continued collection action. 

Senator Fianpers. The language here is pretty specific. I would 
like to ask Senator Case if he is willing to say how it looks to him. 

Senator Casgr. Mr. Chairman, I think probably there are other com- 
munications that we would have to have to make a full decision on it, 
although it is indicated that decisions will be made practically at tha 
Secretary’s level. 

Colonel Corwin, will you identify your position ? 

Colonel Corwin. I am Deputy Director of Finance, Headquarters, 
USAF. 

Senator Casz. Were you requested to come here as a witness today ? 

Colonel Corwin. I was requested by Mr. White to be present in 
the event I could assist the committee. 
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Senator FLanpers. He was not one of those who was called formally 
by the committee. 

Senator Case. But you have volunteered to help us out on this par- 
ticular problem ? 

Colonel Corwin. Yes, sir; if I can give any information I will be 
happy to. 

Senator Casg. In the communication of April 18, 1953, I note that 
the letter from Colonel Welch, of the Fuel and Materiel Division, to 
the Director of Finance said : 

Since these uncollectible debts arise from the issue of other supplies and serv- 
ices as well as fuels, there is a need of a central agency to make a decision 
regarding the credit of all supplies. 

We feel that the Chief of the Air Force Aviation Fuel Division at Middletown f A 
Air Force Depot should be notified prior to such a decision in order to furnish j 
any particular information on the fuel account which might be of interest to Air 
Force Finance Center. 

It is assumed that under such a procedure the Chief of the Fuels Division, 

MAFD, would notify the major commands to restrict the credit issues of fuel to 4 i 
the particular carrier once the restriction to curb credit issues is decided- ‘ 

We have been talking altogether this morning about fuels or lubri- 
cants. Are there other items for which credit is extended to these 
contract carriers ? 

Colonel Corwry. I do not have any personal knowledge on that 
point, Senator Case. 

Senator Casr. Would it be replacement of engines, servicing of 
planes ¢ 

Colonel Corwin. Sir, in my position I just have no facts on that 
point, no personal knowledge. 

Senator Case. But there again the suggestion is implied that there 
is a further consideration than simply the fuels and that it would 
require some consultative action before a decision were made. How- 
ever, I think, Mr. Chairman, attention should be invited to para- 
graph 3: 

Although the stock fund— 
and again paragraph 3 is from the letter of Colonel Welch— 
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although the stock fund accounting system shows up accounts in arrears as far 5 
as fuels are concerned it would not show uncollectible accounts for other items. : 
Therefore it is acceptable to our office for the Finance Center to make the 

decision as to when to cease granting credit. 


That would seem to modify that teletype. - , 
Senator Fianpers. Is that date previous to or subsequent to the a 
teletype? 
Senator Casr. It is December 18, 1953. 
Mr. Morse. The teletype came in January. . § ‘ 


Senator FLanpers. So it was preceding the teletype. 

Senator Casr. The teletype was a later interpretation. I wonder 
if I might revert to Miss Brewer for a minute. 

Miss Brewer, are you familiar with accounts for these contract car- 
riers for things other than fuels? 

Miss Brewer. It is mostly fuel but occasionally there are some for 
parts or services. F 

Senator Case. Parts or repair services? 

Miss Brewer. Small items, really. 

Senator Case. Then the delinquency figures which we have, Mr. 
Chairman, I would like to ask the staff, are they confined to fuels? 
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Mr. Morse. The Denver figures include all accounts receivable. 

Senator Case. Are these tables that follow, in exhibit L, where the 
final column says “Amount of present delinquency,” are they Denver 
figures including other things than fuel ? 

“Mr. Morse. Yes, sir. 

Senator Case. Mr. Chairman, my own feeling about the matter is 
that apparently a very confused situation exists as the Air Force with 
the stock control fund has sought to take over an operation where 
there was no bookkeeping at all and not even ordinary sales slips, and 
that in taking it over they apparently have not worked out full pro- 

cedures and the statement of Secretar y White that he is working on it 
is probably about our only straw to grasp for at this time. 

Senator FiLanpers. It seems as though the direct procedure of 
entering the charges against the pay ments is the most hopeful approach 
to the situation. 

Senator Case. It certainly seems to mean that when the Government 
follows a very strict policy of not making payments to farmers under 
their ASC payments unless they paid up all their old seed and feed 
loans which were given as distress loans, that certainly here where a 
current business is being carried on the Government should require 
offsets for any amounts due it when it makes settlement of the amounts 
due the carriers. 

Senator Fianpers. Have you any further questions of Colonel 
Corwin? 

Senator Casr. No. 

Senator FLranpers. You are excused, and thank you, sir. 

We have so far missed one of the links in this long chain, and that 
is Dayton. 

Senator Casr. Mr. Chairman, I would like to modify my statement 
to this extent: The subject should be further pursued by the staff 
and a determination made as to whether or not in any case credit has 
been extended for which the officer extending the credit had any 
responsibility. 

Under the old Army system, I thought the quartermasters were 
held rigidly accountable for all the supplies i in their charge. Here 
apparently we have something quite the 7 of that. 

There ought to be a determination as to whether there was a respon- 
sibility on the part of the officer in charge of these supplies and 
services; whether they were fully authorized to extend them in in- 
stances where they have extended them, and then there should be a 
determination as to whether or not there has been any failure on the 
part of officers charged with collection of accounts to collect them. 

I do not mean by suggesting that because the Secretary is now 
working on the problem that we ought to consider the investigation 
closed. I think we should pursue it and find out whether respon- 
sibility has been neglected under existing law or regulations. 

Senator Fianpers. We have asked the Secretary to report to this 
committee as to the action he has taken. That is a first step in that 
procedure. Now I would like to ask Col. Freeman A. Parsons to 
come to the table. 

Will you identify yourself? 





306 TITLE IV, NATIONAL SECURITY aCi, 1947 


STATEMENT OF COL. FREEMAN A. PARSONS, DEPUTY CHIEF, AC- 
COUNTING DIVISION, COMPTROLLER, HEADQUARTERS AIR 
MATERIEL COMMAND, WRIGHT-PATTERSON AIR FORCE BASE, 
OHIO 


Colonel Parsons. I am Col. Freeman A. Parsons, Deputy Chief 
of the Accounting Division, Comptroller, Headquarters rs Air Materiel 
Command. 

Senator Franpers. At the Wright-Patterson Air Force Base in 
Ohio? 

Colonel Parsons. Yes, sir. 

Senator Fianpers. Probably located in the vicinity of Dayton? 

Colonel Parsons. Yes, sir. 

Senator Fianpers. Colonel Parsons, as I understand it, can tell 
us precisely the part which his command plays in the collection of 
delinquent accounts owing from contracting and charter carriers 
to the Air Force stock fund for aviation fuels. 

He may also be able to shed some light on whether there are delin- 
quencies which were incurred prior to the institution of the stock 
fund which are not included in the figures which our staff obtained. 

It is our understanding, Colonel Parsons, that prior to the installa- 
tion of the stock fund the Air Materiel Command was responsible for 
the collection of money owed to the Air Force by commercial air- 
lines for aviation fuels sold to them by the Air Force. 

Would you describe the collection procedures which were used prior 
to the installation of the stock fund? 

Colonel Parsons. Prior to the stock fund, as I understand it, sir, an 
issue document was made up at the time of the issue of the fuel to the 
carrier, signed by the pilot of the aircraft and was supposed to have 
been forwarded to Headquarters, Air Materiel Command. 

Senator FLanpers. What has been your tour of duty on this par- 
particular matter of accounting for oil and gasoline? 

Colonel Parsons. In Headquarters Air Materiel Command; I have 
been there since September 15. Prior to that time I was director of 
accounting in the Far East Air Forces where we did sell some fuel 
to the chartered carriers or contract carriers. 

Senator Fianpers. You were not then fully informed by personal 
experience as to procedures at Dayton before the stock fund was set 
up? 

Colonel Parsons. That is correct, sir. 

Senator Fianpers. But you were on the issuing line in Korea in 
certain of these cases? 

Colonel Parsons. Yes, sir. 

Senator Fuanpers. Would you tell us what the procedure was when 
a carrier landed at a field in Korea or the Far East, your area being 
Korea, and requested gasoline? 

What was the procedure ? 

Colonel Parsons. The carrier had to present some evidence that he 
had credit established with the Air Force prior to receiving any fuel 
from the installation. When the fuel was issued it was documented 
and signed and forwarded directly to Headquarters, Air Materiel 
Command, from the installation that issued the fuel. 

Senator Fianvers. Did the pilot or captain get a carbon ? 

Colonel Parsons. He did, sir, or he was supposed to. 


2b Sh Raveena caoeaaeaiillime 


ever 


he 


ee ee 


= 


—~ 





TITLE IV, NATIONAL SECURITY ACT, 1947 307 


Senator FLanpers. Did the field keep a carbon or send the only copy 
to the Air Materiel Command? 

Colonel Parsons. I am not positive, but it is my understanding that 
the field would retain a copy of it and send one or more copies to Air 
Materiel Command. 

Senator Fianpers. What happened in the Air Materiel Command 
before you were there, and have you any information at all as to what 
was done? 

Colonel Parsons. The procedure, as far as Air Materiel Command 
is concerned, or was concerned, as I understand it, they attempted to 
collect from the carriers by billing and followup action. If they were 
not successful they forwarded the delinquent accounts to Denver as 
they do now. 

‘ Senator FLanpers. Since you are deputy chief of that accounting 
division now, is it possible for you to tell us whether there are still 

‘ uncollected and unreported accounts receivable for aviation fuels 
which were incurred prior to the installation of the stock fund? What 
have you on your records in Dayton? 

Colonel Parsons. We have no delinquent accounts on our records 
for fuels issued prior to the establishment of the stock fund that have 
not been forwarded to Denver for collection. 

Senator Fianpers. So you cleared your fuels on the issuance of 
the stock fund, cleared your files by forwarding them to Denver? 

Colonel Parsons. Well, we have retained invoices and a complete 
history of the individual invoices and have that on record. 

Senator Fianpers. So you keep a record but you transfer the re- 
sponsibility for collection to Denver? 

Colonel Parsons. Yes, sir. 

Senator Frianpers. You heard me refer to the Pan-Am account 
in my opening remarks. That Pan-Am told the Air Force that it 
owes money to the United States and is prepared to pay it as soon as 
the account can be substantiated. 

Do you think that there is any other situation similar to that? 

Colonel Parsons. None to my knowledge, sir. 

Senator FLanpers. Would you normally have any knowledge of 
such a situation ? 

Colonel Parsons. I personally would not, sir. 

Senator Fianpers. Did you know about the Pan-Am situation ? 





; Colonel Parsons. It came to light when Mr. Waldron was out there 
| about 3 or 4 weeks ago. It came to my attention at that time. 


Senator Fianpers. What is the precise part which the Air Materiel 

: Command now plays in the procedure for the collection of delinquent 

. 3 accounts receivable? We have had the Middletown functions de- 
scribed. They pass on the accounts to you in Dayton. What do you 

: do with them oven they get there? 

: Colonel Parsons. We acknowledge receipt of that delinquent ac- 
count, check it against any outstanding indebtedness on the part of 
the Government to the contractor or chartered carrier—— 

Senator Fianpers. How do you get that information ? 

Colonel Parsons. If it is a contract or a charter that is administered 
by Air Materiel Command Headquarters, we can, through our pro- 
curement people, and our own accounting records, determine any 
indebtedness on our part to the carrier. 
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Senator FLanpers. What do you do if you find indebtedness to the 
carrier and find indebtedness of the carrier to AMC? Then what do 
ou do? 
t Colonel Parsons. We deduct the amount that he owes us prior to 
payment, if there is sufficient. We also contact, in some instances, 
the carrier’s representative in or near Dayton and have succeeded any 
number of times in collecting from them through that direct contact. 
Senator FLanvers. In the first place, let us find out how much of 
this information as to accounts payable to the Government comes to 


you. 
I take it it is only on Air Force contracts and charters. Does any- 
thing else come to you from the Army or from the Navy or from other ‘ a 


branches of the Government which charter or contrs vet ? 

Colonel Parsons. Not to my knowledge, sir, and not even all those 
that the Air Force charters come to us, either. 

Senator Fianpers. Do you know what the thing is which determines . ; 
whether an Air Force report on indebtedness of the carrier comes to 
you? What determines whether it does or whether it does not? 

Colonel Parsons. Whether we are assigned to administer the con- 
tract or charter. 

Senator FLanpers. There are some Air Force contracts which you 
are not assigned to administer ? 

Colonel Parsons. As far as contracts are concerned, I do not be- 
lieve so. 

Senator Franpers. Or charters? 

Colonel Parsons, Charters, yes, sir. 

Senator Fianvers. Charters, then, may be many or few, which you 
are not assigned to take care of ? 

Colonel Parsons. That is as I understand it. 

Senator FLanpers. Even in the Air Force? 

Colonel Parsons. Yes, sir. 

Senator FLanpers. It is a direct business relationship between some 
branch of the Air Force and a chartering company or in any event it 
bypasses you ? 

Colonel Parsons. Yes, sir. 

Senator Fianpers. And no intimation or indication comes to you 
that a company chartering its plane is receiving X dollars from the 
United States? 





Colonel Parsons. That is correct, sir. fy 
Senator Fianpers. You have, however, in those contracts which J | 
you administer, had cases in which you have checked the amount owed 
by the contractor against the amount owed him from the Government ! 
and subtracted it one from the other. That has happened ? : 


Colonel Parsons. Yes, sir. 

Senator Fianpers. I would judge from the list of delinquencies 
which we have before us now that that does not happen as often as we 
would like to have it? 

Colonel Parsons. That is correct, sir. I think that in probably 
3 or 4 instances we have been able to do that, due to the limited ! 
number of contracts that we administer. 

Senator Fianpers. You have a list before you, I see. Is that a 
list of delinquencies? ; 

Colonel Parsons. I have two lists here. 

Senator FLanpers. May we have copies? 
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Colonel Parsons. I believe you have copies of these. 

Senator FLanpers. What is it that makes it possible for you to 
— the debt against the credit in some cases and apparently in so 

ew cases, comparatively speaking? You mentioned that it is difficult 
to do it on charters because they were not assigned to you for proc- 
essing. Is that your statement on charters? 

Colonel Parsons. That is correct, sir. There are a very limited 
number of Air Force contracts with carriers for continued service 
by the carrier. 

At the present time it is my understanding there are only two 
outstanding contracts. 

Senator FLanpers. Only two outstanding contracts assigned to you 
for processing ? 

Colonel Parsons. That is correct, sir. I think there are only two 
Air Force-wide. Iam not sure of that statement. 

Senator FLanpers What are the other branches of the Government 
that assign contracts to carriers? 

Colonel Parsons. If there are other contracts it would probably 
be Military Transport. But if it is a contract, I believe that we would 
administer it. The rest is probably chartered service. 

Senator FLanpers. There are a lot of carriers in delinquency and 
you seem, by what you say, to feel that you are clear of responsibility 
for pretty nearly the whole list; is that right ? 

Colonel Parsons. We have no opportunity at Air Materiel Com- 
mand Headquarters to offset our ienldhtuibotes to them against what— 
I beg your pardon, their indebtedness to us against what they-——— 

Senator Fianpers. Is it lack of opportunity or authority ¢ 

Colonel Parsons. Lack of opportunity and authority. 

Senator FLanpers. You have the authority for anything that is 
cleared through you? 

Colonel Parsons. Everything that is cleared through us; if we 
have knowledge of indebtedness, we would have authority, as I 
understand it. 

Senator Fianpers. But apparently from what you are saying it 
is only very rarely that you have the necessary information ? 

Colonel Parsons. That is correct, sir. 

Senator Firanpers. Can you make any suggestions as to how the 
necessary information could be brought to your attention ? 

Colonel Parsons. Not at the moment; no, sir. 

Senator Fuanpers. Would it be a useful piece of serious thinking on 
on a Sunday afternoon to see what changes could be made in the 
flow of information coming to you? 

Colonel Parsons. There has been a great deal of serious considera- 
tion given this in the last week, but it is an Air Force wide problem 
and as Secretary White mentioned, it is going to take some study to 
determine how you can collect all this information from the entire 
Air Force into some central point where the credits and debits can 
be compared. 

Senator Fianpers. Would you like to ask some questions, Senator? 

Senator Case. I do have a couple of questions. 

Colonel Parsons, are you familiar at all with the start of this system 
of chartering these airlines? 

Colonel Parsons. No, sir. 
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lease aircraft to them. 

Senator Casz. Then would you know whether or not these accounts 
in any case represent a charge for the leasing of the planes or were 
they simply loaned to them without any charge? 

Colonel Parsons. I believe in every instance they were in effect 
rented and they were required to pay for their use of the aircraft. 

Senator Casr. Did the Air Force encourage the organization of 
these several companies ? 

Colonel Parsons. I have no idea, sir. 

Senator Casr. You do think they did in most every case supply 
them with the original planes? 

Colonel Parsons. I would not say that, sir. I do not know. 

Senator Casr. But in many cases they did supply them with 
planes ? 

Colonel Parsons. Yes, sir. 

Senator Case. So that actually this operation was a case where the 
Air Force provided the planes and then provided the gasoline and in 
some cases provided parts and repairs so that the company may not 
have had very much of an investment ? 

Colonel Parsons. That is entirely possible, sir. 

Senator Case. Do you have any personal knowledge of the specific 
organization of United States Airlines? 

Colonel Parsons. No, sir. 

Senator Casr. Or any of these other companies? 

Colonel Parsons. No, sir; I do not. 

Senator Case. Mr. Chairman, I think that probably the staff ought 
to go into that. This seems to be rather a long list of airlines here 
which have gotten into these delinquencies if the companies were or- 
ganized by the Government furnishing the planes and then by 
furnishing repairs and spare parts. 

Senator Fianpers. Then the question arises, How did they go into 
liquidation ? 

Senator Casr. Do you know what type of planes are operated by 
these companies / 

Colonel Parsons. I think that the majority of them are C-46’s, 
and probably some C-—54’s. 

Senator Case. I think I would suggest that the staff could well 
explore that further before we explore it here without some leads 
or without knowing the field a little bit better. I would like to ask 
Miss Brewer another question. fy 

Miss Brewer, I have here a letter which has already been entered 
in the record. It is a letter by Colonel Russell, Chief of the Settle- 
ments Division, Air Force Finance Center, Denver. Do you work 
under Colonel Russell ? 

Miss Brewer. Yes, sir. 

Senator Case. Are you familiar with the letter of March 19, 1954, 
addressed to the preparedness investigations staff, signed by Colonel 
Russell ? 

Miss Brewer. Is that the letter you referred to sometime ago? 

Senator Case. Yes; it is a letter which lists certain commercial 
airlines, the date and amount first on the list, then the amount now 
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Colonel Parsons. It is my understanding that the Air Force did 
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on the list, and the amount to be shown on the 1st of April 1954. 
Miss Brewer. I have seen the letter. J am not familiar with it. 
Senator Case. The date was indicated when they first went on the 

delinquent list. The amount is given for that date. Then the 

middle column for several companies gives the amount now on the 
list. 

Would you know when that takeoff date was to give the amounts 
now on the list? 

Miss Brewer. No; I cannot say. The amount was increased from 
time to time, and that is the amount on the present list. 

Senator Case. What suggests that inquiry is the amount shown on 
the April 1 list, that is the amount coming up here in a few days, 
and only 12 days away from the date of the letter, is very materially 
larger in some instances than others. 

For instance, United States Airlines, which was first shown on the 
delinquent list as of December 24, 1952, with an amount of $15,598, 
is now on the list for $27,000, but on the 1st of April is to be shown 
delinquent in the amount of $142,496. 

Miss Brewer. I know in that particular case that a huge amount 
for delinquent rentals has just been reported to us. 

Senator Casr. Delinquent rentals of what? 

Miss Brewer. Of aircraft; that is right. That company is in bank- 
ruptcy. It was recently reported to us on the rentals. 

Senator Casr. That would not mean, then, that the rentals had been 
incurred between the date of the letter of March 19 and April 1? 

Miss Brewer. No. 

Senator Casr. But simply a matter of reporting rentals which prob- 
ably had been incurred nobody knows how far back. " 

Miss Brewer. Several months. 

Senator Caspr. It might even be that those delinquent rentals were 
for a period prior to the time of the first reporting, December 24, 1952. 
Is that right? 

Miss Brewer. It is possible, sir. 

Senator Casr. Mr. Chairman, there is another one here that looks 
interesting. United States Overseas Airlines, Inc., was first reported 
on the delinquent list July 17, 1953, for $6,992. I leave off the cents. 
It is now on the list for $10,848, on the list under this letterhead of 
March 19, but on the 1st of April it is going to be shown delinquent 
in the amount of $45,131. 

That would be 414 times what it is now on the list for. Would you 
know, Miss Brewer, whether or not that also represents delinquency on 
rentals? 

Miss Brewer. No; it does not. 

Senator Casz. What does it represent ? 

Miss Brewer. We have been holding up invoices because they argue 
that they have overpaid their account. Some payments have been 
sent in to the General Accounting Office by the Navy. They them- 
selves have sent in a check to the GAO to apply against their account, 
of which we were not aware. So they came to us asking for refund 
of $5,000 that they had overpaid us. As a matter of fact as it now 
stands they owe us $40,000. That is why those invoices were not re- 
ported. We are trying to get the discrepancies straightened out. 








312 TITLE IV, NATIONAL SECURITY ACT, 1947 


Senator Case. Here is another one that is even worse percentage- 
wise. Conner Airlines, first shown on the delinquent list as of De- 
cember 24, 1952, in the amount of $5,121, now on the list for $1,003. 

In other words they pr: actically paid down to $1,000. But on the 
first of April they are going to show a delinquency of $64,004. 

Miss Brewer. I am not familiar with that. 

Senator Casr. Mr. Chairman, I suggest that the committee — 
an investigation of these amounts and endeavor to get a breakdown 
showing the source of the delinquency as to whether or not it is fuels, 
whether or not it is rentals, whether or not it is services, or whatever it 
may be and the date of the incurring of the debit. 

It is inconceivable to am that between the 19th of March and the 

1st of April that Conner Airlines will have accumulated a delinquency 
of $64,000. That might be rentals or it might be something else. We 
ought to have the dates when the debits were incurred. 

Senator FLANpERs. We will continue this investigation and we are 
now adjourning sine die. 

Do you feel that there are other questions we should be asking now 
or should we wait for further investigation ? 

Senator Caspr. I think the staff might very well do a little spade- 
work on the ground laid out. We have opened up some ground that 
ought to be explored. There may be a fair explanation for many of 
these things but it certainly warrants further study. 

I think our time would be more profitably spent in hearings after 
some more spadework has been done. 

Senator FLanpers. For the present, then, this session is adjourned. 
Thank you, Colonel Parsons, for your appearance, and your infor- 
mation. 

Also, the rest of you who have appeared. The staff will continue 
the studies. We will meet again. 

Senator Case. Mr. Chairman, I would like to say for the record 
that I would like to commend the witnesses who have appeared this 
morning for the frankness of their answers and for the evident intent 
on the part of everybody who has testified here to cooperate with the 
committee in getting at the problem here involved. 

Senator FLanpers. The committee is adjourned. 

(Whereupon, at 12:30 p. m., the committee was adjourned.) 


eee capeattisce sttii 
<4 


alia 


ae LA es 


nll. 


ee 











‘ 
at er rere er — ee 
one 


